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INIRCDUCrrCN 


The  RKIANA  STATE  BOARD  OF  INVESTMENTS  (thraughout  this  report 
referred  to  as  the  "Board")  is  honored  to  sutndt  its  Annual  Report  for 
the  fiscal  year  ended  June  30,  1992.  The  purpose  of  this  report  is  to 
disclose  investment  performance  for  the  past  fiscal  year  and  summarize 
the  in- state  investment  activities  of  the  Board. 

The  unifonn  investment  program  established  by  Article  VIII, 
Section  13  of  the  1972  Montana  Constitution  directed  that  the  Board 
have  sole  authority  to  invest  state  funds  in  accordance  with  the  laws 
and  Constitution  of  the  state  of  Montana.  The  Board  is  directed  by  the 
legislature,  in  Section  17-6-201  (1) ,  yCA,  to  operate  under  the 
"prudent  expert  principle,  "  v*iich  requires  the  Board  to  discharge  its 
duties  with  the  care,  skill,  prudence,  and  diligence  that  a  prudent 
person  acting  in  a  like  capacity  with  the  same  resources  and  familiar 
with  like  matters  exercises  in  the  conduct  of  an  enterprise  of  a  like 
character  with  like  aims;  to  diversify  the  holdings  of  each  fund  to 
minimize  the  risk  of  loss  and  maximize  the  rate  of  return;  and  to 
discharge  duties  solely  in  the  interest  of  and  for  the  benefit  of  the 
funds  managed.  In  Sections  17-6-201,  3  (a)  and  3  (b) ,  MCA,  the 
legislature  further  instructs  the  Board  that  "nothing  in  this  section 
prevents  the  investment  in  any  business  activity  in  Montana,  including 
activities  that  continue  existing  jobs  or  create  new  jobs  in  Montana." 

In  Section  17-6-304,  MCA,  the  legislature  tells  the  Board  that  the 
"objectives  for  investment  of  the  Permanent  Coal  T^x  Trust  Fund  are  to 
diversify,  strengthen,  and  stabilize  the  Montana  econoty  and  to 
increase  Montana  employment  and  business  opportunities  vhile 
maintaining  and  improving  a  clean  and  healthful  environment . "  The 
Board  receives  further  legislative  instruction  in  Section  17-6-305  (1) , 
MCA:  "the  Board  shall  endeavor  to  invest  up  to  25  percent  of  the 
Permanent  Coal  T^x  Trust  Fund  ...  in  the  Montana  economy,  with  special 
anphasis  on  investments  in  new  or  e>panding  locally  owned  enterprises . " 

The  in- state  investment  activities  of  the  Board  are  carefully 
undertaken  in  conpliance  with  the  prudent  e>^)ert  rule  established  in 
statute.  The  Board  irust  be  assured  that  any  investment  it  makes  meets 
the  standards  it  has  established.  No  investment  is  made  for  the  sole 
purpose  of  inproving  the  econory  in  Montana.  If  however,  after  a 
thorough  analysis  it  is  determined  that  a  particular  investrrent  is 
prudent  and  will  also  increase  the  number  of  jobs  in  the  state,  so 
much  the  better.  No  matter  how  many  jobs  are  created,  if  it  is  not  a 
prudent  investment,  the  Board  cannot  make  that  investment.  There  are 
mar^  investment  opportunities  for  the  Board  to  consider  that  are 
prudent  investments  that  also  inprove  the  eccnariy  of  Montana. 


In  fiscal  year  1992  t±ie  Board  reached  several  inportant  objectives: 


The  portfolio,  with  a  market  value  of  $4.1  billion,  had  annual 
earnings  of  $307.5  million.  This  was  accorplished  in  a  low 
interest  rate  environment  which  is  particularly  difficult  for  the 
Short-Term  Investment  Pool.  The  balance  in  the  treasurer's  cash 
account  was  lower  this  last  year  than  it  has  been  in  the  past. 
The  performance  of  the  stock  and  bond  portfolios  exceeded  the 
Board's  benchmarks  and  is  detailed  on  page  26. 

The  Board  maintained  a  performance  evaluation  system  for  the 
total  portfolio  as  well  as  for  each  of  the  six  major  funds.  This 
independent  evaluation  is  prepared  on  a  quarterly  basis  by  Chase 
Nbnhattan  Bank  (Chase)  and  presented  directly  to  the  Board.  This 
allows  the  Board  to  monitor  the  performance  of  each  major  asset 
class  and  the  largest  individual  funds.  Chase  is  the  Board's 
master  custodian  and  provides  market  pricing  for  the  stock  and 
bond  portfolio  as  well  as  transaction  accounting  and  collection  of 
income. 

Several  major  cottnercial  loans  were  made  fran  the  Permanent  Coal 
T^x  Trust  Fund,  in  participation  with  approved  lenders,  vMch  will 
create  an  estimated  140  new  jobs  for  Montana.  The  Board  also 
purchased  399  residential  mortgages  totaling  $24.5  million.  The 
total  portfolio  of  Montana  loans  is  now  nearly  $169  million. 

The  Board  filled  two  new  portfolio  manager  positions  authorized  by 
the  52nd  Legislature.  This  change  allowed  for  needed  growth  in 
the  area  of  investment  managanent,  v^iich  is  inperative  for 
managanent  of  the  growth  of  the  portfolio. 

The  Board  added  to  the  international  equity  asset  class. 
International  equities  represented  nearly  10  percent  of  the 
market  value  of  common  stock  holdings  on  June  30,  1992.  These 
holdings  represent  a  diversification  of  risk  that  is  inportant  to 
the  retirement  funds. 


Note:  The  Board  uses  the  standard  fontula  of  annualized  tine- 
weighted  total  rate  of  return  to  measure  relative 
performance.  Income  yield,  plus  the  gain  or  minus  the 
decline  in  market  value  (often  unrealized) ,  adjusted  for 
cash  flow  timing,  produces  the  total  rate  of  return  results. 


Total  assets  nanaged  at  book  value  increased  10.3  percent  to  $3.8 
billion  as  of  June  30,  1992.  Total  investment  inccme  earned  during 
fiscal  year  1992  grew  to  $307  million,  an  increase  of  3.5  percent  fron 
the  previous  fiscal  year.  Slower  growth  in  investment  inccme  is  a 
direct  result  of  Icwer  interest  rates  for  investing  new  dollars  and 
reinvesting  proceeds  of  called  bonds.  The  decline  in  interest  rates 
has  been  a  significant  factor  in  the  past  two  years  for  investment 
incone  results,  and  will  also  be  a  factor  for  future  investment  inccme 
expectations . 

The  asset  mix  at  June  30,  1992  was  86  percent  fixed  incone  and  14 
percent  equity  as  a  policy  objective  to  increase  equity  exposure  in  the 
retiranent  funds  drives  the  overall  mix  toward  a  higher  equity 
representation.  Investments  in  Montana  totaled  $194  million  at  June 
30,  1992.  Additional  information  concerning  asset  allocation  in  the 
major  funds  is  presented  in  subsequent  pages  of  this  report. 

The  remaining  pages  of  this  report  provide  investment  perfomnance 
for  each  major  asset  type,  portfolio  characteristics  for  the  largest 
funds  managed  by  the  Board,  financial  statotients,  and  audit  reports 
surmarizing  activity  for  the  fiscal  year  ended  June  30,  1992. 
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OGMCN  STOCK  INVESIMHOTS 

Annual  Derf  amancje 

In  fiscal  year  1992,  the  time  weighted  total  rate  of  return  for  the  MDntana 
CoTTTXxi  Stock  Pool  (MDntccrtp)  vas  12.83  percent.  In  contrast,  the  S&P  500  Index 
registered  a  13.48  percent  total  rate  of  return.  The  underperfonrance  of 
Nbntcorp  can  be  attributed  prirtarily  to  its  underweight ing  of  econonically 
sensitive  stocks.  The  Chase  Consulting  Grotp  stated  in  its  perfornHnce  review  of 
IVbntcanp  for  the  quarter  ending  June  30,  1992,  that  "over  the  longer  time  period, 
the  fund  ranked  in  the  top  quartile  of  all  equity  managers  with  similar  beta 
ranges . " 

Perf aniBiioe  Conparisaos 

Annualized 
Time -Weighted  Total  Rates  of  Return 


Equities 

1  Ypar 
Fiscal  1992 

3  Yfvirs 
1990-1992 

5  Ypars 
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1982-1992 

Mntana 

Dow  Jones  Industrial  Average 
S&P  500 

12.8% 

18.0 

13.5 

12.8% 

12.4 

14.9 

11.5% 

10.7 

9.7 

19.8% 

18.7 

18.4 

The  investment  environment  for  cattnon  stocks  during  the  fiscal  year  was 
volatile.  Equity  investors  pursued  several  different  investment  thanes  as  the 
year  progressed.  Small  capitalization  stocks  were  highly  favored  in  the  sumner 
and  fall  months  of  1991,  and  then  experienced  significant  selling  pressure  in  the 
spring  of  1992.  Econcmically  sensitive  stocks  became  big  winners  in  the  winter 
and  spring  months,  v*iile  large  capitalization  growth  stocks  lost  favor  with 
institutional  investors. 

This  erratic  investment  behavior  can  be  attributed  to  failurie  of  the  ecancrty 
to  respond  to  the  Federal  Reserve  Bank's  monetary  easing  policy  vArLch  it  pursued 
actively  throughout  the  year.  The  econanic  recession  was  its  primary  motivation, 
as  well  as  the  low  level  of  inflation  that  the  U.S.  is  experiencing.  Equity 
investors  extrapolated  declining  interest  rates  into  an  irrproving  eccnony  and 
began  buying  stocks  that  typically  perform  well  in  the  early  stage  of  an  econanic 
recovery  (i.e.,  small  capitalization  and  econcmically  sensitive  stocks) .  Selling 
pressure  began  to  develop  in  these  issues  as  investors  realized  that  econcmic 
activity  had  failed  to  respond  to  lower  interest  rates. 


Etartf  olio  Qiaucacterlstics 

Mantconp  holds  111  stocks  witli  characteristics  similar  to  issues  in  the  S&P 
500,  a  prcDc/  for  the  overall  market.  Foreign  investments,  including  eight 
American  Depository  Receipts  (ADR's),  and  eight  country  funds,  account  for  9.2 
percent  of  the  portfolio  market  value  as  of  June  30,  1992. 

The  portfolio  beta,  v»Mch  is  a  measure  of  relative  volatility,  is  1.05  versus 
1.00  for  the  market.  MDntcorp  has  a  growth  orientation  with  a  capitali2ation 
weighted  return  on  equity  higher  than  that  of  the  market.  Econonic  sector 
diversification  is  similar  to  that  of  the  S&P  500,  with  the  exception  of  health 
care,  v^ch  is  overweighted  and  energy  \^*iich  is  underweighted. 

MDntconp's  ten  largest  holdings  based  en  market  value  as  of  June  30,  1992  are 
listed  below: 

Coipany  Shares  Held  Nfarket  Value 

Bristol  Nf^ers  Squibb  190,000  $12,492,500 

AT  &  T  280,000  12,040,000 

IHyi  120,000  11,745,000 

lyferck  &  Co.  250,000  11,700,000 

Vfelt  Disney  320,000  11,520,000 

Intel  200,000  11,450,000 

Abbott  Labs  380,000  11,305,000 

Syntex  330,000  11,302,500 

McDonald's  250,000  11,281,250 

Johnson  &  Johnson  250,000  11,187,500 


FIXED  INOOME  INVESTMENIS 

Performance  Gcnpaxiscxis 

MDntana's  fijxed  income  investments  outperfomned  the  carrparison  indices  including 
other  managed  trust  funds  for  fiscal  year  1992  and  the  preceding  five  and  ten 
year  periods.  Performance  statistics  are  presented  in  detail  on  page  28. 

Perf  armanoe  Gcnparisoos 

Annualized 
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The  yield  on  the  30-year  U.S.  Treasury  bond  declined  from  8.43  percent  to  7.78 
percent.  Even  more  dramatic  vas  the  fall  of  yields  on  the  short  end  of  the  yield 
curve.  The  yield  on  the  2 -year  Treasury  note  dropped  fron  6.93  percent  to  4.82 
percent  as  the  Federal  Reserve  continued  to  lower  short-term  interest  rates  in  an 
atteiipt  to  stirtulate  the  eccnony. 

Since  bond  prices  vary  inversely  with  yields,  lower  interest  rates  increase  the 
total  return  for  fixed  income  investments.  Even  though  short-term  yields 
declined  more  than  long-term,  long-term  securities  outperformed  short-term 
securities  due  to  their  greater  price  sensitivity.  For  exanple,  the  Shearson  1-3 
Year  Government  Index  returned  10.34  percent  vhile  the  Long-Term  Government  Index 
posed  a  16.25  percent  return. 

Our  funds  were  positioned  to  benefit  fron  the  decline  in  long-term  interest 
rates.  In  addition,  corporate  securities  outperformed  govemrrent  securities 
during  the  year.  The  Shearson  Government  Bond  Index  returned  13.75  percent 
whereas  the  Corporate  Bond  Index  returned  15.45  percent.  Historically,  we  have 
favored  corporate  securities  over  government  securities  due  to  the  incremental 
yield.  This  strategy  has  proved  to  be  successful  for  1992  and  over  longer  time 
periods.  However,  as  the  fiscal  year  progressed  we  became  more  selective  on 
corporate  purchases  as  the  incranental  yield  over  government  securities  narrowed. 


Partf  olio  Overview 


Investments,  generally  long- term  in  nature,  are  iranaged  to  provide  steady  income 
and  total  perfomance  over  a  long-term  basis.   The  average  maturity  at  June  30, 
1992,  during  the  year  declined  slightly  but  remains  significantly  longer  than  the 
ccnparison  indices.  For  exanple,  the  average  maturity  of  the  Salonon  Broad  Index 
is  8.82  years. 
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Fiscal  Year  Fiscal  Year 

1992   1991   1990      1992   1991   1990 


Public  Brployees' 

18. 

.0 

19. 

.3 

19. 

.9 

9, 

.0% 

9, 

.5% 

9, 

.!'■ 

Teachers' 

18, 

.2 

19. 

.4 

20. 

.0 

9, 

.1 

9, 

.6 

9, 

.8 

Trust  &  Legacy 

18. 

.0 

18. 

.7 

18. 

.8 

9, 

.2 

9, 

.5 

9, 

.9 

Permanent  Coal  Trust 

16. 

.5 

17, 

.9 

19, 

.3 

9 

.4 

9, 

.6 

10, 

.1 

The  average  coupon  at  June  30,  1992,  continues  to  decline  as  securities  purchased 
during  higher  interest  rate  periods  mature  or  are  called.  Proceeds  frcm  these 
imaturities  and  calls  along  with  new  cash  inflows  are  being  invested  in  a  lower 
interest  rate  envirdnrtent  than  was  available  during  most  of  the  1980 's.  As  the 
average  co-pon  declines,  less  income  is  generated  per  dollar  invested. 

The  Board  continues  to  favor  higher  quality  securities,  including  U.S. 
government  issues  and  senior  debt  of  large  capitalization  utility  cotpanies. 
Board  policy  does  not  allow  purchasing  securities  rated  below  investment  grade. 
This  policy  has  protected  the  funds  frcm  the  high  risk  of  defaults  experienced  by 
speculative  grade  bonds.  Shown  below  is  a  breakdown  of  fixed  income  holdings  by 
type: 


1992 


1991 


1990 


U.S.  Government  &  Agencies 
Gas  Sc  Electric  Ccnpanies 
Industrial  Cotpanies 

(excluding  oil) 
Finance  Corpanies 
Telephone  Ccnpanies 
Oil  Ccnpanies 
Transportation 

(including  railroads) 
Canadian  Ccnpanies 
Banking 

Total 

The  market  value  of  fixed  income  securities,  as  listed  below,  increased  during 
the  year  due  to  net  cash  inflows  and  to  lower  overall  interest  rates  which 
increased  the  market  value  of  securities  held. 

l^rket  Values 
(in  millions) 
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1992 


1991 


1990 


Public  Employees' 
Teachers' 
Trust  &  Legacy 
Permanent  Coal  Trust 


$693.5  $624.6  $600.3 

586.8  517.6  474.6 

273.5  245.6  223.2 

420.4  377.8  338.1 


SIO?T-1Ha^  INVESIMENT  POOL 

The  Short-Term  InvestriEnt  Pool  (STIP)  is  a  diversified  money  market  fund 
aggregating  investable  funds  of  qualified  participants  to  maximize  investment 
return  v^le  maintaining  a  highly  liquid  position  viiereby  funds  may  be  invested 
for  one  day  or  more. 

Qualifying  participants  are  ai^  state  agency  or  governmental  entity  within 
the  state  of  Montana,  including,  but  not  limited  to,  cities,  counties,  and  school 
districts,  v*io  by  statutory  definition  (Sections  17-6-202  and  204,  MZA.)  may 
invest  their  funds  and  derive  the  earnings  therefrcm. 

The  STIP  investment  portfolio  consists  of  securities  with  a  maximum  maturity 
of  397  days  or  less.  The  portfolio  is  carried  at  amortized  cost.  Ihe  average 
maturity  of  STIP  investments  at  fiscal  year-end  1992  was  85  days. 

As  of  June  30,  1992,  the  portfolio  invested  balance  at  amortized  cost, 
totaled  $782,444,616,  an  increase  of  .3  percent  from  the  same  period  last  year. 
Net  investment  inccme  for  fiscal  year  1992  totaled  $41  million  versus  $54 
million  for  fiscal  1991,  a  decrease  of  24  percent.  Total  administrative  costs 
for  STIP  in  fiscal  year  1992  totaled  $497,594,  equivalent  to  $636  per  million  of 
assets  managed. 


Short-Term  Investment  Pool 

June  30,  1992  Carrying  Value 


Qankor'c  AcceptancG  47% 


Commercial  Paper  20% 
$154.6 


_  MONTANA  CD'S  0% 
mmmmmvmmvj  $2 

U.S. Government  8% 
$63.2 

y^'  REPO  Agreements  10% 
$76.6 


Corporates  15% 
$114.9 


Local  government  participation  in  STIP  continued  to  grow  in  fiscal  year  1992 
as  funds  invested  in  fflTP  increased  to  $261  million  ccnpared  to  $229  million  in 
fiscal  year  1991,  an  increase  of  14  percent.  During  fiscal  year  1992,  the  total 
number  of  STIP  participants  increased  to  237,  including  82  local  government 
participants . 


STIP  vs  Money  Market  Rates* 

July  1991  —  June  1992 


6.50% 


6.00% 


3.50% 


•  Calculated  360  day 
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EXiring  fiscal  year  1992,  t±ie  average  daily  yield  declined  steadily  fron  a 
peak  of  6.27  percent  in  July  to  the  low  of  4.20  percent  in  June.  The  seven-day 
annualized  yield  was  4.16  percent  on  June  30,  1992.  Participants  in  STIP  earned 
an  average  annualized  yield  of  5.28  percent  in  fiscal  year  1992  corpared  to  7.60 
percent  in  fiscal  year  1991. 

To  became  a  participant  in  STIP,  a  copy  of  the  STIP  Participation  Agreement 
nust  be  en  file  with  the  Board  of  Investments.  Local  government  participants  must 
also  conplete  an  Electronic  Funds  Transfer  (EFT)  form.  This  form  authorizes 
electronic  transfer  of  funds  to/fran  the  participant's  local  bank  using  software 
provided  by  the  Automated  Clearing  House  (ACH)  . 

The  participant's  STTP  ownership  is  designated  by  units.  Participants  having 
funds  to  invest  and  owning  units  are  required  to  give  one  business  day's  notice  to 
buy  or  sell  units.  The  unit  value  is  fixed  at  $100  per  unit.  The  unit  price  to 
buy  or  sell  a  unit  is  $100  plus  the  accrued  income  per  unit  since  the  previous 
month- end  distribution.  A  unit  purchased  by  a  participant  begins  accruing  inccme 
on  the  day  it  is  purchased  and  ceases  to  accrue  inccnB  on  the  day  before  the  unit 
is  sold.  Inccme  fron  STTP  is  distributed  as  of  5  p.m.  the  last  day  of  each  month. 
Participants  have  the  option  to  autcmatically  reinvest  their  distribution  income 
in  additional  units. 

Contact  the  STTP  Account  I'fenager,  at  444-0003,  or  the  Accounting  Fiscal 
^fenager,  at  444-0001,  for  ar^  additional  infontation  to  participate  in  STTP. 


ALTERNAITVE  BQUlTlbS 


Leveraged  Buy-Outs  (LBO's) 

The  Board  has  ccntnitted  to  invest  $50.3  million  frcm  the  nine 
retiraiient  funds  in  the  Kohlberg  Kravis  Roberts  &  Co.'s  (KKR)  1986, 
1987,  and  Supplanental  LBO  Funds  as  a  limited  partner.  KKR  is 
recognized  as  the  leader  in  the  LBO  field  and  has  been  active  in  the 
area  since  the  1970 's.  In  an  LBO,  a  conpany  is  acquired  by  an 
investitent  grxxp  such  as  KKR  using  a  large  percentage  of  debt  and 
establishing  a  significant  ownership  position  for  the  current 
managanent  team. 

As  of  June  30,  1992,  $22.6  million  of  the  $50.3  million  ccmmitment 
in  the  1986  and  1987  funds  vas  invested  in  the  following  ccrtpanies: 

Owens-Illinois,  Inc.  Safeway  Stores,  Inc. 

Duracell  International,  Inc.  The  Step  &  Shop  Ccrtpanies,  Inc. 

RJR  Nabisco  Holdings  Corp.  K-III  Communications  Corp. 

Fleet /Norstar  Fin'l  Group,  Inc.  Seaman  Furniture  Co.,  Inc. 

Granum  Ccnmunications  Co.  KSL  Enterprises 

The  approximate  market  value  of  these  holdings  as  of  June  30,  1992 
was  $32  million. 

Over  the  past  twelve  months,  KKR's  focus  has  been  on  refinancing 
and  reducing  the  debt  of  the  industrial  companies  and  building  new 
businesses  in  the  service  area  after  setting  up  a  strong  managotient 
team,  as  has  been  done  with  K-III  Conmunications,  Granum 
Comuni  cat  ions,  and  KSL  Enterprises.  lybre  recently,  agreenents  to 
acquire  TW  Services  Inc.,  a  food  service  ccrrpany,  and  the  American  Re 
subsidiary  of  Aetna  Life  and  Casualty  have  been  signed,  and  the  initial 
purchase  for  a  new  cable  television  joint  venture  made. 


lybrtcraqe  Servicing  Rights 

The  Board  has  entered  into  a  limited  partnership,  America's 
Servicing  Investment  I  (ASH) ,  to  invest  in  residential  mortgage 
servicing  rights.  The  general  partner  of  the  partnership  is  a 
subsidiary  of  Standard  Federal  Savings  Bank  (SFSB)  ,  the  ninth  largest 
mortgage  servicer  in  the  country,  v*io  already  services  sane  580,000 
loans,  and  vdiose  western  regional  servicing  center  is  located  in 
Nbntana.  SFSB  will  evaluate  and  recamnend  the  purchase  of  specific 
pools  of  mortgages  for  ASH,  and  handle  the  actual  servicing  of  the 
loans.  Mortgage  servicing  includes  billing,  escrow  accounting,  and 
collection,  and  ASH  has  no  interest  in  either  the  property  or  the 
mortgage,  only  the  servicing  rights.  The  earnings  of  the  partnership 
will  depend  upon  the  cost  of  servicing,  the  rate  of  prepayments  for 
the  mortgages,  and  the  level  of  interest  rates.  The  Board's  commitment 
is  to  invest  up  to  $5  million  each  year  for  a  five-year  period.  As  of 
June  30,  1992,  $3.0  million  had  been  invested. 
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Venture  Capital 

Venture  capital  is  private  equity  investment  in  the  early  stage 
financing  of  rapidly  growing  conpanies  with  an  innovative  product  or 
service.  It  offers  the  potential  for  extraordinary  returns,  but 
involves  a  high  level  of  risk,  is  illiquid,  and  has  a  long- term 
orientation. 

Because  of  the  specialized  investment  ejpertise  required,  Brinson 
Partners,  Inc.  (Brinson)  was  hired  by  the  Board  to  evaluate,  select, 
and  monitor  specific  venture  capital  investments.  Through  Brinson,  the 
Board  has  invested  in  twenty- five  individual  venture  capital 
partnerships  and  a  venture  capital  fund  specializing  in  the  purchase  of 
secondary  venture  capital  partnerships.  A  total  of  $17.6  million  fron 
the  Public  Eirployees'  Retiranent  Fund  and  Teachers'  Retiranent  System 
has  been  camiitted  by  the  Board  to  this  area,  v^ch  represents  less 
than  one  percent  of  the  assets  of  the  two  retiranent  funds. 

As  of  June  30,  1992  approximately  $10.2  million  had  been  invested 
in  the  individual  partnerships  and  fund,  and  the  estimated  value  of 
this  investment,  including  the  $2.2  million  already  returned  to  the 
retiranent  funds  as  distributions,  was  approximately  $11.7  million. 
Ihe  risks  in  venture  capital  investing  have  been  minimized  by  investing 
only  in  partnerships  with  experienced  general  partners  who  have  a 
proven  track  record  and  by  ensuring  a  wide  diversification  of 
investments.  The  partnerships  are  invested  in  over  three  hundred 
individual  ventures,  or  conpanies.  Of  these  investments,  23%  are  in 
the  ccrtTainicatians  industry,  20%  the  coiputer  industry,  and  19%  in 
medical  conpanies.  The  investments  are  also  diversified 
geographically,  with  28%  in  the  Southwest/Rocky  Mountain  area,  27%  en 
the  Vfest  Coast,  and  18%  in  the  Northeast. 
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CCNVHCnBLE  SECURITIES  INVESIMOnS 


Annual  PerfamBnoe 

MDntana's  convertible  securities  portfolio  realized  an  18.5 
percent  total  rate  of  return  for  fiscal  year  1992.  This  return 
ccnpares  well  with  the  Goldrtan  Sachs  convertible  index  vMch  gained 
18.2  percent,  with  the  lyferrill  Lynch  Convertible/Preferred  Funds 
average,  vp  17.6  percent,  and  with  the  average  convertible  bond  nutual 
fund,  up  16.3  percent. 

The  portfolio  outperfonned  both  the  S&P  500  and  the  Salcmon  bond 
index,  by  5.0  and  4.3  percent,  respectively,  even  though  convertible 
securities  are  normally  expected  to  perform  in  line  with  cannan  stocks 
and  straight  bonds. 

The  growth  of  the  portfolio  during  the  year  was  as  follows: 

Cost  (in  millions)   ISfarket  Value  (in  millions) 

June  30,  1991  $25.2  $23.1 

June  30,  1992  $33.5  $33.0 


Portf  olio  Oaaracteristics 

On  June  30,  1992,  the  portfolio  consisted  of  27  bonds  valued  at 
$26.7  million  and  seven  preferred  stocks  valued  at  $6.3  million.  The 
average  yield  to  maturity  of  the  bonds  was  7.6  percent,  and  the 
preferreds  yielded  8.6  percent.  The  average  maturity  of  the  bonds  was 
15.3  years. 

The  cbjective  of  the  portfolio  is  to  provide  total  returns  fran 
capital  ^preciation  and  current  incote  through  investrrent  in 
convertible  bonds  and  conveirtible  preferred  stocks.  The  long-term 
strategy  is  to  grow  and  diversify  the  holdings  vMle  adapting  the 
characteristics  of  the  portfolio  to  changing  market  conditions. 

The  Public  Ehployees'  Retirement  System  Fund  and  the  Teachers' 
Retirement  System  Fund  each  own  50  percent  of  the  securities  in  the 
convertible  securities  portfolio. 
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DIRECT  MZNIMIA  INVESIMOnS 

The  Board  of  Investinents  (the  "Board")  has  seven  programs  for 
direct  investment  in  Montana .  These  programs  are  carried  out  through 
150  participating  financial  institutions  (sellers/servicers)  acrcss  the 
state.  New  monies  invested  through  these  programs  in  fiscal  year  1992 
totaled  $31.3  million. 


PEDsioD  PUnds:  Martgage  PnjgranB 

There  are  four  programs  that  purchase  Montana  mortgages:  the 
Conventional  Residential  Loan  Program,  the  FHA/VA  Loan  Program,  the 
Multi- Family  Loan  Program,  and  the  Carmercial  Loan  Program. 

The  Board  serves  as  a  secondary  market  to  financial  institutions 
throughout  the  state.  Net  yields  are  set  weekly  using  quotes  fron  the 
Federal  National  Mortgage  Association  and  the  Federal  Hone  Loan 
Mortgage  Corporation,  the  two  major  U.S.  secondary  markets.  Mortgage 
offerings  are  submitted  on  a  participation  basis  or  sold  v*iolly  to  the 
Board.  These  mortgages  are  secured  by  single  family  residential, 
miLti- family  residential,  and  camercial  properties  located  in  Montana. 


1992: 


The  following  is  a  summary  of  mortgage  loan  activity  at  June  30, 


^fake-I^  Of  PeinsiaQ  Funded  Mortgage  Loans  (in  mJHians) 


Program 

Residential  FHA 
Residential  VA. 
Residential  Conventional 
Milti- Family 
Ccmmercial 


Fiscal 

Portfolio 

1992 

Percent 

;  25.9 

22.0% 

8.3 

7.0 

76.2 

64.8 

2.4 

2.0 

4.9 

4.2 

Total 


$117.7    100.0^ 
Other  Portfolio  Statistics 


FY  1992 
2576 

FY  1991 
2645 

%  Change 

Loan  count 

(2.7%) 

Loans  purcha.sed 

$24.5 

$17.8 

37.6% 

Loans  In  Arrears  90  Days  Or  More 

FY  1992 

FY  1991 

%  Change 

Portfolio 

.65% 

1.06% 

(38.7%) 

Montana* 

.58 

.76 

(23.7) 

Mountain  Region* 

1.10 

1.45 

(24.1) 

Losses  as  %  of  portfolio  .08% 

.10% 

(20.0) 

Inventory  Foreclosed 

Properties 

4 

5 

(20.0%) 

*  rational  Delinquency  Survey  Penranent  Coal  Trust  Fund 
;^pendix  A  lists  the  loans  by  county. 
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PermanenL  OoelL  Trust:   lean  Proc)rams 

Section  17-6-305,  MZA.  provides  for  the  Board  to  endeavor  to  invest 
15)  to  25  percent  of  the  permanent  coal  trust  fund  in  the  Montana 
econarny.  A  job  credit  interest  rate  reduction  for  small  business  loan 
participations  is  provided  for  under  17-6-318,  IVCA..  The  job  credit 
interest  rate  reduction  is  equal  to  0.05  percent  for  each  job  created 
to  arploy  a  Montana  resident  up  to  a  maximum  interest  rate  reduction  of 
2.5  percent.  The  Board  has  three  programs  available  to  achieve  this: 

1.  Federal  Guaranteed  Loan  Procrt3m:  the  Board  may  fund  a  small 
business  loan  by  purchasing  the  guaranteed  portion  of  any  federally 
backed  loan,  such  as  those  guaranteed  through  the  Small  Business 
A±TrLnistratian,  the  Farmer's  Home  Administration,  and  the  Econonic 
Development  Administration.  Financing  can  be  used  toward  working 
capital,  inventory,  equipment,  real  property,  or  similar  itare.  As  of 
June  30,  1992,  $26.3  million  has  been  funded  through  this  program. 

2.  Business  Loan  Participation  Program:  the  Board  may  fund  a 
small  business  loan  by  purchasing  from  the  originating  lender  i:p  to  80 
percent  of  the  loan  amount.  Unencumbered  land,  buildings,  and 
equipnent  may  be  financed  thrcugh  this  program.  The  financial 
institutions  service  the  entire  loan  and  receive  a  servicing  fee  in 
addition  to  the  Board's  quoted  rate.  The  Board  participates  in  the 
security  for  the  loan  prcportionally  to  the  Board's  share  of  the  loan. 
As  of  June  30,  1992,  $13.7  million  has  been  funded  through  this 
program. 

3.  Econcrtu.c  Development  Linked  Deposit  Program:  offers 
businesses  long-term,  fixed  rate  financing  for  working  capital, 
inventory,  or  real  property.  The  Board  places  a  long-term  deposit  at 
the  pre-established  rate  with  the  financial  institution  originating  the 
qualifying  business  loan.  The  originating  lender  assumes  all  the  risk 
in  the  loan  and  is  assured  of  a  specific  "spread"  on  its  funds  for  the 
duration  of  the  loan.  As  of  June  30,  1992,  $3.7  million  has  been 
funded  through  this  program. 

The  following  is  a  summary  of  loans  funded  and  connitted  through 
these  programs: 

loans  By  Eccnanic  Sector  (in  millions) 

Description  Fiscal  1992    Fiscal  1991      %  Change 

Agriculture, 

Forestry,  Fishing  $  7.00  $  7.81  (10.4%) 

Mining  .05  .05          .0 

Construction  .53  1.12  (52.7) 

Nfenufacturing  13.34  16.18  (17.6) 

Transportation  .89  1.03  (13.6) 

Wholesale  Trade  .80  .99  (19.2) 

Retail  Trade  6.38  5.22  22.2 
Finance,  Insurance, 

Real  Estate  6.69  4.00  67.3 

Services  20.73  17.70  17.1 

Total  $56.41        $54.10  4.3% 
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1.42% 

1.49% 

2.60 

2.30 

0.08 

0.00 

0.48 

0.38 

Other  Statistics 

Fiscal  1992    Fiscal  1991 

LxDans  Funded  (in  millions)     $6.8         $8.6 

Loan  count  212  201 

Jobs  created  140  192 

Jobs  preserved  426  464 

Loans  In  Arrears  90  Days  Or  More  (in  ndlliccis) 

Fiscal  1992    Fiscal  1991 

Portfolio 
Montana  banks* 
Losses  as  %  portfolio 
Montana  banks* 


PentBDent  Ooal  Trust:  Other  Irrvestments 

A  variety  of  other  Montana  investments  are  funded  by  the  Permanent 
Coal  Trust  Fund  including  Conservation  Reserve  Enhancatent  Program 
{CRP)    notes  and  Department  of  Natural  Resources  &  Conservation  (DNRC) 
bonds.  A  recap  of  these  investments  follows  (in  millions)  : 

Cbliqation 

CRP 

INRC 

Municipal 

Corporate 

Other 

Ttotal  $17.63        $10.22 


*  Sheshunoff  Information  Services  Inc. 

Apppnrj-jy  B  is  a  county  summary  of  all  Coal  T^x  loans  funded  or 
committed. 


Fiscal  1992 

Fiscal  1991 

$3.05 

$1.42 

3.58 

3.80 

1.75 

.00 

7.00 

5.00 

2.25 

.00 
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Activity 

Total  dollar  volume  of  equity  and  fixed  incone  transactions 
increased  to  $6.8  billion.  The  number  of  equity  and  fixed  inccme  buy- 
sell  transactions  vas  2,421.  In  addition,  short-term  portfolio 
managers  placed  nearly  $50  million  per  day  of  overnight  deposits. 

The  Securities  Lending  Program  generated  $421,790  of  incone  in 
fiscal  year  1992.  Securities  loaned  out  under  the  program  are 
collateralized  at  102  percent  of  market  value  with  the  securities 
valued  daily.  This  source  of  income  is  dependent  on  market  volatility 
and  the  interest  rate  on  federal  funds. 

AxiLt 

In  ccnpliance  with  statutory  requiranents ,  the  investment  records 
have  been  audited  annually  since  the  Board's  inception.  The  audit  for 
the  fiscal  year  ending  June  30,  1992  is  summarized  by  the  Auditor's 
Report  found  en  pages  29,  38,  48,  and  57  of  this  publication. 

Caost  Effectiveness 

The  Board  is  very  conscious  of  the  cost  of  management  and  the 
overall  performance  of  the  Fund.  As  described  in  detail  on  page  26  the 
performance  of  the  Fund  has  been  very  cocrpetitive .  Costs,  including 
ccmmissions,  custocfy,  investment  managanent,  and  accounting,  continue 
to  run  just  under  six  basis  points  or  six  one -hundredths  of  a  percent 
for  the  entire  portfolio.  The  latest  Greenwich  report  indicates  that 
total  costs  for  the  average  public  fund  with  over  $1  billion  in  assets, 
are  at  thirty  basis  points  versus  the  Board's  cost  of  fifteen  basis 
points.  The  average  cost  of  nearly  eighteen  basis  points  for  fixed 
incone  portfolios  exceeds  the  Board's  cost  of  three  basis  points. 
These  cost  differences  represent  a  dollar  savings  of  at  least 
$6,000,000  less  for  operating  the  Montana  Fund  versus  the  cost 
incurred  by  the  average  state  public  fund.  These  cost  savings  show  ip 
as  increases  in  net  earnings  to  the  funds  managed  by  the  Board. 
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The  Beard  ax±ninisters  several  bond  programs  under  two  acts,  the  Montana 
Econanic  Developnent  Bond  Act  and  the  Municipal  Finance  Consolidation 
Act.  More  specific  accounting  infonration  can  be  found  on  pages  61 
through  65.  The  bond  programs  are  briefly  described  as  follows: 

Stand  Alcpe  Bcxnomic  Develgprnept  Bond  Prucjirdm 

This  Program  provides  access  to  tax-exeirpt  fimds  to  qualifying 
businesses.  The  Board  acts  only  as  a  legal  conduit  for  funding  and  is 
not  pecuniarily  liable  for  the  repayment  of  loans  or  bonds. 

Pcxiled  Ecnxmic  Develcpnent  Bood  Program 

This  Program  provided  funding  to  businesses  eligible  under  federal  tax 
law  in  effect  before  1986.  The  Program  has  been  inactive  since  1985. 
Other  than  a  pledge  of  revenues  and  a  guaranty  fund,  the  Board  has  no 
other  pecuniary  liability,  however,  there  is  an  irtplied  obligation  of 
the  legislature  to  make,  if  necessary,  the  prottpt  payment  of  debt 
service . 

Hntana  CbDservaticD  Regerve  KgOTEDt  (CRP)  BahancetnEDt  PrgLjrdPi 

This  Program  allows  farmers  to  receive  a  lurrp  sum  amount  by  assigning 
their  federal  CRP  contracts  to  the  Board.  Borrowers  receive  between 
60-75  percent  of  the  raraining  CRP  payments  in  an  up  front  loan. 

Trrt-ermediate  Ttenn  Coital  Prtjqrdni 

This  Program  provides  loan  money  to  finance  vehicles,  equipment  and 
modest  real  property  inprovanents  to  local  governments.  Short-term 
loans  to  finance  cash  flow  deficits  or  bridge  financing  is  also 
available  under  the  program. 

School  District  Paoled  Refunding  Program 

This  Program  enabled  participating  school  districts  to  refinance  their 
outstanding  bonds  at  considerable  savings. 

Pooled  IrrlqaticD  Program 

This  Program  enabled  certain  irrigation  districts  to  take  advantage  of 
a  prepayment  offer  made  by  the  federal  government  by  using  the  program. 

feyroll  Taxi  Bends  (Wbockers  OcnpeDsatioD  PrtxjXcfliO 

The  Board  also  issues  payroll  tax  bonds  as  part  of  its  legal 
responsibility  to  determine  and  inplement  the  lowest  cost  alternative 
to  finance  the  raraining  unfunded  liability  of  the  "old  fund"  portion 
of  the  workers  ccnpensation  fund  through  a  payroll  tax.  The  Board 
serves  only  as  an  administrator  and  except  for  the  pledge  of  payroll 
tax  revenues  vdiich  the  Board  does  not  collect,  the  Board  has  no  other 
pecuniary  liability. 
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TYPE  OF  mVESDCNIS 


Fiscal  1992 


C^rry±ng 
Anount 


%  of 
"Total 


Fiscal  1991 
C^xrying    %  of 
Amount    Total 


Corporate  Bonds 


$1,700,849,873   44.8%  $1,630,628,298   47.4% 


U.S.  Government  Securities 


667,980,341   17.6     515,961,282   15.0 


Bankers'  Acceptances 


371,066,501    9.8     371,953,242   10.8 


Camion  Stock 


483,592,187   12.7     315,234,226    9.2 


Ccnniercial  Paper 


154,637,698    4.1     178,919,940    5.2 


Montana  Mortgages/Loans/Notes 


169,067,764    4.5     199,829,206    5.8 


Canadian  Obligations 


75,287,056    2.0 


84,674,271    2.5 


Repurdriase  Agreonents 


106,000,000    2.8 


91,000,000    2.6 


Leveraged  Buy- Outs 


22,690,630    0.6 


21,979,679    0.6 


Convertible  Bonds 


27,042,832  0.7 


20,137,060         0.6 


Venture  Coital 


12,581,573    0.3 


6,826,944    0.2 


Preferred  Stocks 


6,411,859    0.1 


5,067,706    0.1 


Montana  Certificates  of  Deposit 


2,000,000    0.0 


1,000,000    0.0 


Other 


0.0 


231.404    0.0 


Total 


$3,799,208,314  100.0%  $3.443.443.258  100.0% 
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TcriaL  UNESJi'Biir  ncnc 


Public  Eirployees'  Retiranent 
System  Fund 

Tteachers'   Retirement  Syston 
Fund 

Permanent  Coal  Trust  Fund* 

Trust  &  Legacy  Fund 

Other  SnP  Funds 

Treasurer's  FXond** 

Other  Retirenent  Funds 

Other  Funds 

Resource  Indemnity  Fund 

Various  University  Funds 

Highway  Revenue  Bond  Funds 

Long  Range  Building  Funds 

Total 


Fiscal  1992 
Amount 

Fiscal  1991 
Amount 

%  of 
Change 

for  the 

Current 
Year 

$  85,428,480 

$  79,719,985 

7.2 

70,469,210 

65,948,441 

6.9 

47,534,049 

46,327,632 

2.6 

27,169,293 

25,950,710 

4.7 

22,749,126 

21,399,587 

6.3 

16,504,585 

22,536,484 

(26.8) 

15,435,775 

14,662,735 

5.3 

11,404,067 

8,750,000 

30.3 

8,245,913 

8,097,553 

1.8 

1,359,337 

1,677,470 

(19.0) 

674,379 

1,226,152 

(45.0) 

488.120 

649.279 

(24.8) 

$307,462,334 

$296,946,028 

3.5 

*  Eighty- Five  percent  of  the  Permanent  Coal  Trust  Fund  earnings  are 
transferred  to  the  state  general  fund,  vfcLle  15  percent  of  the  earnings  are 
transferred  to  the  Office  of  Public  Instruction. 

**   Earnings  from  the  Treasurer's  Funds  are  deposited  in  the  state  general  fund. 
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■nJEASURER'S  BUND 

The  cyclical  timing  of  the  Treasurer's  Fund  cash  flows  (Surplus  Treasury 
C^sh)  provides  the  opportunity  to  invest  surplus  funds.  The  Board  has  the 
statutory  authority  to  determine  the  amount  of  surplus  cash  to  be  invested  and 
the  type  of  investment  to  be  made  (Section  17-6-201,  MZA)  . 

The  Treasurer's  Fund  is  one  of  the  lajigest  non-pension  funds  managed  by  the 
Board.  The  investment  objective  is  to  maximize  income  and  satisfy  the  cash  flow 
requiranents  of  the  State  Treasurer.  Safety  of  principal  and  ready  liquidity  are 
inportant  investment  constraints  appropriate  for  this  Fund's  low  tolerance  for 
investment  risk.  Given  the  short-term  investment  time  horizon,  the  majority  of 
investments  for  this  Fund  are  done  through  the  Short-Term  Investment  Pool  (SITP)  . 
In  addition,  U.S.  Government  securities  purchased  for  the  Treasurer's  Fund  are 
restricted  to  a  maximum  maturity  of  three  years. 

As  of  June  30,  1992,  the  portfolio  invested  balance,  stated  at  amortized 
cost,  totaled  $205,817,129,  a  decline  of  29.7  percent  fron  the  prior  fiscal  year 
end. 

Net  investment  incone  for  fiscal  year  1992  totaled  $17  million  versus  $23 
million  for  fiscal  year  1991,  a  decrease  of  26.1  percent. 

The  portfolio  yield,  calculated  by  dividing  net  yearly  incone  by  the  average 
monthly  invested  balance,  ves  7.02  percent  in  fiscal  year  1992  versus  a  yield  of 
7.91  percent  reported  in  the  previous  fiscal  year.  The  lower  investment  yield  is 
attributable  to  the  major  reduction  of  surplus  funds  available  for  investment 
coupled  with  the  significant  decline  in  interest  rates  expeirienced  during  the 
course  of  the  fiscal  year. 


PiXBd  innrnr^  invEStnEDtS 

Short-Term  Investment  Pool 
U.S.  Government  Securities 
Repurchase  Agreement 

Ttatal 


ASSET  MIX 

(In  Millions) 

Fiscal    1992 

Fiscal    1991 

% 

C^rryma  Value    % 

Garryinq  Value     % 

Chancre 

$  98.92               48.1% 

$136.69                46.7% 

(28) 

77.49                37.6 

135.02                46.1 

(43) 

29.41                14.3 

21.24                   7.2 

38 

$205.82              100.0% 

$292.95              100.0 

(30) 
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TEAOffiRS'  RETIREMENr  SYSTEM   FUND 

Tliis  Fund  is  managed  for  the  sole  benefit  of  29,820  active/inactive 

participants,   and  participants  receiving  retiranent  benefits.    Investment 

earnings  are  used  to  finance  the  benefits  earned  by  teachers  covered  by  the 

statewide  retirement  systan.   The  Teachers'  Retiranent  Board  is  responsible  for 
benefit  payments. 

Assets  managed  by  the  Board  for  this  FUnd  increased  by  $76  million  to  $812 
million.  Total  equity  investments  increased  42  percent  during  the  fiscal  year  to 
$184  million.  Assets  allocated  to  the  Short-Term  Investment  Pool  were  reduced  as 
short -tenn  interest  rates  declined  and  assets  were  reallocated  to  fixed  inccme 
and  equity  securities.  Montana  Mortgages  declined  5  percent  as  payoffs  exceeded 
purchases.  Investment  inccme  for  fiscal  year  1992  increased  6.9  percent  to  $70 
million.  Ihe  investment  portfolio's  market  value  was  $965  million  on  June  30, 
1992. 

For  fiscal  year  1992,  the  total  rate  of  return  on  an  annualized  basis  was 

16.0  percent  for  fixed  inccme  investments  and  was  12.8  percent  on  common  stocks. 
For  the  five  year  period  ending  June  30,  1992  fixed  inccme  investments  returned 

12.1  percent  and  ccmnm  stocks  returned  an  11.5  percent.  Ihese  returns  ccrcpare 
favorably  to  the  market  indices,  other  funds,  and  inflation  as  shown  cm  page  26. 


Fixed  inccme  investments 

Corporate  ODligations 
U.S.  Government  Securities 
Canadian  Obligations 

Equity  investments 

Cormon  Stock 
Convertible  Obligations 
Leveraged  Buy -Outs 
Venture  Capital 
Preferred  Stock 

Other  investments 

Montana  Mortgages 
Short-Term  Investment  Pool 

Ibtal  investments 


ASSET  MIX 

(In  Millions) 

Fiscal 

1992 

Fiscal 

1991 

% 

Carryinq  Value  % 

Carryina  Value  % 

Chancre 

$417.05 

51.3% 

$409.02 

55.5% 

2 

98.78 

12.2 

64.36 

8.7 

53 

21.62 

2.7 

24.82 

3.4 

(13) 

152.62 

18.8 

105.26 

14.3 

45 

13.58 

1.7 

10.13 

1.4 

34 

9.30 

1.1 

9.01 

1.2 

3 

5.67 

0.7 

3.08 

0.4 

84 

3.21 

0.4 

2.47 

0.3 

30 

48.89 

6.0 

51.32 

7.0 

(5) 

41.62 

5.1 

57.23 

7.8 

(27) 

$812.34 

100.0% 

$736.70 

100.0% 

10 
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HJELIC  QflPLiDYEES'  REITRQ^ENr  SYSIHVI  FUND 

This  Fund  is  itianaged  for  t±ie  sole  benefit  of  state,  local  govemment,  and 
non-certified  school  district  atployees  and  retirees.  As  of  June  30,  1992,  there 
were  43,945  atployer/enployee  maribers,  inactive  marbers  and  retirees  and 
beneficiaries.  The  Public  Eirployees'  Retirement  Division  is  responsible  for 
benefit  payments. 

Assets  managed  by  the  Board  for  this  Flmd  increased  by  $89  million  or  10 
percent.  Equity  investments  increased  43  percent  to  $227  million.  IMits  in  the 
Short-Term  Investment  Pool  were  sold  as  short-term  interest  rates  declined  and 
assets  were  reallocated  to  equity  and  government  securities.  Investment  incane 
increased  by  7.2  percent  and  totaled  $85.4  million.  This  corpared  to  investment 
incore  of  $79.7  million  for  fiscal  year  1991.  The  investment  portfolio  market 
value  was  $1.16  billion  on  June  30,  1992. 

For  fiscal  year  1992  common  stocks  returned  12.8  percent  and  fixed  incane 
investnrents  provided  a  15.9  percent  return  on  an  annualized  basis.  For  the  five 
year  period  ending  June  30,  1992,  camoi  stocks  earned  11.5  percent  vMle  fixed 
incane  investnents  returned  a  12.0  percent.  These  returns  corpare  favorably  to 
the  market  indices,  other  funds,  and  inflation.  Detailed  perfontance  results  are 
shown  in  detail  on  page  26. 


Fixed  itKxme  investmEnts 

Corporate  Cbligations 
U.S.  Govemment  Securities 
Canadian  Obligations 

Equity  investments 

Carmen  Stock 
Converti±)le  Obligations 
Leveraged  Buy- Outs 
Venture  Capital 
Preferred  Stock 


ASSET  MDC 

(In  Millions) 

Fiscal 

199: 

> 

Fiscal 

199: 

% 

Carryxnq  Value 

% 

GirryinQ  Value 

% 

Chanae 

$502.22 

51.0% 

$505.85 

56.5% 

(1) 

118.85 

12.1 

70.82 

7.9 

68 

21.45 

2.2 

24.90 

2.8 

(14) 

192.14 

19.5 

131.13 

14.6 

47 

13.46 

1.4 

10.00 

1.1 

3 

11.35 

1.2 

10.99 

1.2 

3 

6.91 

0.7 

3.74 

0.4 

85 

3.21 

0.3 

2.47 

0.3 

30 

Other  investments 


Montana  Mortgages  69.65 

Short-Term  Investment  Pool     44.70 


7.1 

4.5 


68.06 
67.42 


7.6 

7.6 


2 

(34) 


Ttatal  investments 


$983.94 


100.0% 


$895.38 


100.0% 


10 
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cnssi  REnRa^tir  sysisi  flics 


Seven  smaller  retirement  funds  are  managed  by  the  Board, 
administered  by  the  Public  Siployees'  Retirement  Beard. 


These  funds  aire 


Fisca 

1  1992 

Fiscal  1991 

% 

Nferket  Value 

Carryinq  Value 

C&jnyinQ  Value 

Change 

R«-'l  1  r  Mi»^  il     SlyHt  MiM 

Sheriffs ' 

$45.26 

$40.38 

$35.53 

14 

Firefighters'   Unified 

41.79 

38.16 

33.89 

13 

Municipal  Police  Officers' 

41.99 

37.40 

33.61 

11 

Highway  Patrol  Officers' 

34.44 

30.31 

27.25 

11 

Judges' 

17.83 

15.54 

13.97 

11 

Geare  Vferdens' 

14.38 

12.36 

11.34 

9 

Volunteer  Firefighters' 

Cmpensation  Act 

8.06 

7.44 

6.89 

_8 

TYir^al 

$203.75 

$181.59 

$162.48 

12 

Assets  managed  for  these  funds  increased  12  percent  to  $182  million.  Investnent 
income  increased  5  percent  during  the  period  to  $15.4  million.  Uiits  in  the  Short- 
Term  Investment  Pool  were  sold  as  short-term  interest  rates  declined  and  assets  were 
reallocated  to  government  and  equity  securities.  Fixed  incone  investments  increased 
by  14.4  percent  viiile  equity  investrtents  increased  by  16.8  percent.  Mantana  mortgages 
were  sold  to  the  larger  retiratient  funds  during  fiscal  1992. 


FixBd  inoome 

Corporate  Ctoligations 
U.S.  Government  Securities 
Canadian  C3Dligaticins 

Elguity  investments 

Ccnmon  Stock 
Leveraged  Buy- Outs 
Preferred  Stock 


OCMBINED  ASSRT  MIX 

(In  Millions) 

Fiscal 

1992 

Fiscal 

1991 

% 

C^Tyinq 

Value     % 

C&rryinq 

Value     % 

Chanqe 

$  93.86 

51.7% 

$  91.26 

56.3% 

3 

45.22 

25.0 

29.32 

18.0 

54 

5.58 

3.0 

5.90 

3.6 

(1) 

27.61 

15.2 

23.41 

14.4 

18 

2.04 

1.1 

1.98 

1.2 

3 

0.05 

0.0 

0.04 

0.0 

0 

Other  investments 


Montana  Mortgages  0,00 

Short -Tenn  Investment  Pool        7.23 

Tbtal  investments         $181.59 


0, 
4, 

.0 
.0 

100, 

^% 

0.02 
10.55 


0.0 
6.5 


0 
(31) 


$162.48    100.0%   12 
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EHJMRNHn'  CDMj  TSJJST   FIND 

Ihe  fund  size  increased  $18.7  million  or  4  percent  from  coal  severance  tax 
deposits.  iMs  vas  the  smallest  increase  since  fiscal  year  1979.  Cash  flow  into 
this  fund  began  in  1978  at  $6.3  million,  grew  to  $50.5  million  by  1985  and  has 
declined  since  that  time. 

Investment  income  increased  2.6  percent  to  $47.5  million.  Investment 
incane  is  expected  to  decline  as  new  investments  are  being  booked  in  a  lower 
interest  rate  environment  than  was  present  during  the  1980 's.  Earnings  frcm  the 
Treasurer's  Funds  are  deposited  in  the  state  general  fund.  Eighty- Five  percent 
of  the  Permanent  Coal  Trust  Fund  earnings  are  transferred  to  the  general  fund, 
vMle  15  percent  of  the  earnings  are  transferred  to  the  Office  of  Public 
Instruction. 

During  fiscal  year  1992,  fixed  income  investments  posted  a  14.6  percent 
return  on  an  annualized  time-weighted  basis.  For  the  five  year  period  fixed 
incore  investments  returned  11.4  percent.  These  returns  corpare  favorably  to 
bond  indices  and  to  inflation.  Detailed  performance  ccnparisons  for  fixed  inccne 
investments  are  shown  on  page  26.  IVbntana  loans  had  an  average  yield  of 
approximately  8.75  percent  as  of  June  30,  1992  vdiich  ccnpares  to  8.73  percent 
June  30,  1991. 

Effective  July  1,  1991  the  Legislature  eliminated  the  In-State  Fund 
established  by  Constitutional  Initiative  95  on  Noveirber  2,  1982  and  allowed  the 
Board  to  invest  up  to  25  percent  of  the  total  trust  in  the  Montana  econcrny. 
Previously  the  25  percent  allocation  was  restricted  to  coal  severance  tax 
deposits  beginning  in  fiscal  year  1984.  However,  the  Legislature  has  designated 
that  $15.85  million  be  reserved  to  fund  Montana  Science  and  Technology  Board 
programs  and  the  Micrdbusiness  Program.  Included  in  Fixed  Income  Obligations 
shown  below  are  Montana  investments  in  Montana  Power  Cctrpar^,  Great  F^ls  Gas 
Conpany,  the  city  of  Helena,  Montana  Higher  Education  Student  Assistance 
Corporation,  and  the  Broadwater  Power  Project.  These  additional  investments 
total  14.6  million. 


FixBd  JTKxnE  investneats 

Corporate  Cbligaticms 
U.S.  Government  Securities 
Canadian  Obligations 

Miilara  irtvestmeats 

CoTTtiercial  Loans 

MT  Bond  Anticipation  Notes 

Other  investments 

Short-Term  Investment  Pool 
Ttatal  investnents 


ASSET  ynx 

(In  Millions) 

Fiscal 

1992 

Fiscal 

1991 

% 

Carryinq  Value   % 

Carrying  Value   % 

Chanqe 

$290.38 

58.9% 

$282.81 

59.6% 

3 

85.51 

17.4 

60.62 

12.8 

41 

14.61 

3.0 

16.86 

3.6 

(13) 

47.48 

9.6 

46.78 

9.9 

1 

3.05 

0.6 

1.56 

0.3 

95 

51.95 

10.5 

65.63 

13.8 

(21) 

$492.98 

100.0% 

$474.26 

100.0% 

4 
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TsasT  &  TflGacy  find 

The  Trust  &  Legacy  Fund  is  a  penranent  fund  v*iose  incore  is  used  to  sijpport 
Montana  public  schools.  This  Fund  is  administered  by  the  Department  of  State 
Lands.  Ninety- five  percent  of  the  inccme  earned  by  the  Fund  is  distributed  to 
public  school  districts  as  provided  by  law.  The  renaining  five  percent  of  all 
interest  earned  on  the  Fund  plus  five  percent  of  all  revenue  received  from  school 
lands  is  added  to  the  permanent  account.  As  required  by  the  Nbntana 
Constitutian,  investments  are  restricted  to  fixed  inccme  type  securities. 

This  Fund  is  being  managed  as  a  long-term  permanent  trust  fund  to  provide  a 
steady  incoTB  and  total  performance  over  a  long-term  basis.  The  average  maturity 
of  securities  has  remained  relatively  constant  at  18  years  over  the  past  three 
years.  CXirrent  income  is  an  iirportant  consideration  since  investment  earnings 
are  withdrawn  quarterly  fron  the  Short-term  Investment  Pool.  Investment  earnings 
totaled  $27.2  million  in  conpariscn  to  $25.9  million  for  fiscal  year  1991,  an 
increase  of  4.7  percent.  Due  to  lower  interest  rates  the  average  coupon  of 
securities  held  as  of  June  30,  was  9.18  percent,  down  fron  9.52  percent  on  June 
30,  1991.  As  the  average  coupon  declines,  less  income  is  generated  per  dollar 
invested.  The  investment  portfolio's  market  value  was  $282  million  on  June  30, 
1992 . 

Assets  under  management  increased  6  percent  to  $266  million  for  fiscal  year 
1992.  Units  in  the  Short-Term  Investment  Pool  were  sold  as  short-term  interest 
rates  declined  and  assets  were  reallocated  to  U.S.  Government  Securities. 
Portions  of  the  Short-Term  Investment  Pool  are  investment  earnings  held  for 
distribution  and  are  therefore  not  available  for  long-term  investments. 

For  the  fiscal  year  ending  June  30,  1992,  fixed  incone  investments  earned 
10.8  percent  cm  an  annualized  time-weighted  return  basis.  For  the  five  year 
period  fixed  incoTB  investments  returned  11.9.  These  returns  corpare  favorably 
to  bond  indices  and  inflation.  Detailed  performance  corparisons  are  shown  en 
page  26. 

ASSET  MDC 
(In  Millions) 

Fiscal  1992  Fiscal  1991         % 

Hgrryinq  Value   %     Carrying  Value   %    Chancre 

Fixed  innnmp  investments 

Corporate  ODligations 
U.S.  Government  Securities 
Canadian  CXiligatians 

Other  investments 

Short-Term  Investnent  Pool     14.83       5.6       19.76       7.8    (25) 
Itital  investments       $266.29      100.0%     $251.83      100.0%    ^ 
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$181.66 

68.2% 

$179.68 

71.3% 

1 

60.35 

22.7 

43.46 

17.3 

39 

9.45 

3.5 
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Appendix  A 
County  Summary  of  all  Residential  1-4  Family  Loans  Funded 


Current 

Current 

Number 

Number 

Principal 

Principal 

Of 

Of 

Balance 

Balance 

Loans 

Loans 

County  Name 

1991 

1992 

1991 
4 

1992 

Beaverhead 

$116,276 

$103,847 

3 

Bighorn 

200, 

892 

199, 

007 

4 

4 

Blaine 

810, 

659 

788, 

609 

21 

21 

Broadwater 

646, 

662 

574, 

098 

20 

18 

Carbon 

1,274, 

873 

1,332, 

414 

33 

35 

Cascade 

7,492, 

668 

6,047, 

729 

165 

142 

Choteau 

557, 

610 

843, 

266 

14 

19 

Custer 

941, 

227 

1,155, 

167 

23 

25 

Daniels 

51 

875 

50 

616 

1 

1 

Dawson 

1,305 

904 

2,104 

267 

46 

60 

Deer  Lodge 

672 

665 

1,073 

518 

20 

29 

Fallon 

189 

686 

235 

105 

9 

8 

Fergus 

349 

852 

301 

490 

8 

7 

Flathead 

24,070 

454 

25,280 

221 

334 

340 

Gallatin 

9,956 

184 

11,173 

999 

293 

197 

Garfield 

10 

219 

9 

392 

1 

1 

Glacier 

78 

008 

156 

264 

2 

3 

Granite 

54 

051 

52 

029 

1 

1 

Hill 

2,423 

496 

2,613 

755 

56 

59 

Jefferson 

1,794 

567 

1,714 

566 

29 

29 

Lake 

5,690 

906 

6,094 

242 

112 

114 

Lewis  &  Clark 

15,900 

235 

14,564 

852 

332 

291 

Liberty 

50 

605 

48 

825 

2 

2 

Lincoln 

1,148 

889 

1,029 

682 

35 

32 

McCone 

24 

972 

24 

206 

1 

1 

Madison 

398 

894 

414 

534 

7 

7 

Meagher 

157 

864 

151 

859 

3 

3 

Mineral 

294 

127 

286 

025 

4 

4 

Missoula 

7,344 

566 

7,055 

233 

226 

217 

Musselshell 

224 

577 

214 

042 

6 

6 

Park 

1,050 

307 

2,331 

863 

27 

43 

Phillips 

236 

326 

283 

790 

6 

6 

Pondera 

130 

041 

267 

602 

3 

5 

Powder  River 

135 

831 

132 

762 

3 

3 

Powell 

102 

061 

100 

128 

3 

3 

Prairie 

20 

151 

19 

456 

1 

1 

Ravalli 

994 

809 

892 

631 

20 

19 

Richland 

1,611 

196 

1,319 

270 

41 

36 

Roosevelt 

569 

715 

628 

668 

13 

13 

Rosebud 

648 

267 

584 

242 

17 

17 

Sanders 

31 

,594 

4 

007 

2 

1 

Sheridan 

0 

69 

,129 

0 

2 

Silver  Bow 

1,569 

,929 

1,624 

,636 

47 

47 

Stil Iwater 

1,302 

,434 

1,445 

,472 

28 

29 

Teton 

415 

,067 

414 

,855 

10 

11 

Toole 

115 

,152 

400 

,548 

4 

8 

Treasure 

13 

,743 

113 

,100 

1 

2 

Valley 

1,204 

,300 

1,192 

,784 

45 

46 

Wheatland 

39 

,104 

38 

,857 

1 

1 

Wibaux 

960 

42 

,980 

1 

1 

Yel lowstone 

23,238 

,516 

20,550 

,107 

583 

505 

27 


Appendix  B 


Montana  Board  of  Investments 
County  Summary  of  all  Coal  Tax  Loans  Funded  or  Committed 

As  of  June  30,  1992 


Amount 

Amount 

Number 

Number 

Funded 

Funded 

Of  Loans 

Of  Loans 

County  Name 

1991 
$292,500 

1992 
$292,500 

1991 
1 

1992 

Beaverhead 

1 

Bighorn 

374,400 

374,400 

1 

1 

Broadwater 

416,052 

416,052 

3 

3 

Carbon 

1,032,930 

1,032,930 

2 

2 

Cascade 

2,505,800 

2,263,050 

9 

10 

Custer 

90,000 

90,000 

1 

1 

Dawson 

301,000 

301,000 

1 

1 

Fallon 

0 

200,000 

0 

1 

Fergus 

1,236,000 

1,200,000 

2 

1 

Flathead 

8,693,919 

7,293,920 

24 

23 

Gallatin 

8,113,071 

8,550,600 

32 

36 

Granite 

1,504,095 

1,504,095 

6 

6 

Hill 

42,000 

42,000 

1 

1 

Jefferson 

270,000 

270,000 

1 

1 

Lake 

10,306,710 

11,894,023 

36 

44 

Lewis  &  Clark 

5,765,306 

6,637,169 

23 

27 

Lincoln 

1,678,414 

1,678,415 

5 

5 

Madison 

388,800 

388,800 

2 

2 

McCone 

0 

86,400 

0 

1 

Meagher 

1,424,516 

1,424,516 

5 

5 

Mineral 

899,000 

899,000 

2 

2 

Missoula 

5,692,392 

8,594,631 

26 

33 

Mussel  shel  1 

163,000 

163,000 

1 

1 

Park 

9,619,997 

10,316,998 

4 

5 

Pondera 

425,000 

425,000 

1 

1 

Raval 1 i 

4,322,848 

5,424,788 

7 

12 

Richland 

665,475 

879,703 

4 

5 

Roosevelt 

0 

311,550 

0 

3 

Sanders 

1,887,953 

1,887,954 

5 

5 

Silver  Bow 

913,051 

913,051 

2 

2 

Stillwater 

146,667 

189,951 

3 

4 

Sweet  Grass 

562,500 

562,500 

2 

2 

Yellowstone 

6,184,900 

9,753,697 

21 

38 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


^tlitt  ni  tht  ^t^hiniiixe  ^nitiint 


STATE  CAPITOL 

HELENA.  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  BRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana 
Board  of  Investments,  Short-Term  Investment  Pool,  as  of  June  30,  1992  and  1991,  and  the  related 
Statement  of  Changes  in  Net  Asset  Value  and  Statement  of  Investment  Income  and  Distribution 
for  the  two  fiscal  years  then  ended.  These  financial  statements  are  the  responsibility  of  the  Board 
of  Investments'  management.   Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  net  asset  value  of  the  state  of  Montana  Board  of  Investments,  Short-Term  Investment 
Pool,  as  of  June  30,  1992  and  1991,  and  its  investment  income  and  distributions  and  changes  in  its 
net  asset  value  for  the  fiscal  years  then  ended  in  conformity  with  generally  accepted  accounting 
principles. 

As  discussed  in  note  5  to  the  financial  statements,  the  board  changed  its  method  of  report- 
ing investments  from  amortized  cost  to  market  value  on  the  Statement  of  Net  Asset  Value.   The 
board  now  reports  amortized  cost  parenthetically  on  the  statement.  The  1991  financial  statements 
have  been  restated  to  reflect  this  change. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  30,  1992 
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RECEIVED 

DEC  1  4  1992 

BOARD  Of  !KVESlf.itf,'fS 


SnaS  OF  MKITVNTV  BOARD  OF  INVESDMHS 
SIEKr-TEra4  INVESTMafT  POOL 

SIMH*iajr  OF  NET  ASSET  VaUUE 
JUNE  30,    1992  AND  1991 


1992 


1991 


Assets 

Cash 

Interest  receivable 

Investitients  iranaged  at  itarket 
value   (amortized  cost 
of  $782,444,616  in  1992  and 
$780,325,773  in  1991) 

Total  assets 

Advances 

Accounts  payable 
Incone  due  participants 
Uirealized  gain 
Due  to  other  funds 

Total  liabilities 

Net  asset  value 


Units  outstanding 
Xiiit  value 


$      5,876 

$  2,023,834 

948,512 

2,061,951 

782.880,292 

780.683.222 

783,834,680 

784,769,007 

332,100 

510,272 

564,979 

5,757,897 

315,831 

3,889 

435,676 

357,449 

1.513.094 

3.161.680 

6.629,507 

$780,673,000 

$778,139,500 

7,806,730 

7,781,395 

$100 

$100 

Ihe  acccnpanying  notes  are  an  integral  part 
of  these  financial  stateinents . 
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sraas  of  Kifrarcv  board  of  invesimbnes 

SHCRT-'IHayi  INVESIMEWr  POOL 

snaa^BTT  of  chanhes  in  net  asset  vmue 

FOR  THE  fiscal  YEARS  FNDS) 
JUME  30,    1992  and  1991 


1992 1991 


Net  asset  value,   beginning  of  year  $     778,139,500  $     660,085,900 
Value  of  units  purchased  by- 
participants  3,418,537,900  2,542,229,400 
Value  of  units  sold  by  participants  (3.416.004.400)  (2.424.175.800) 

Net  asset  value,   end  of  year  $     780.673,000  $     778,139.500 


STMK  OF  HKDVNZV  BOARD  OF  INVESTManS 

SHKT-IERM  INVESIMBNT  POOL 

srKis®n'  OP  iNVESUHJT  noie  and  DismiuLrriCN 

FCR  THE   FISCAL  YEARS  HOHD 
JUNE  30,  1992  AND  1991 


1992  1991 

Investment  income  $41,152,381  $53,731,820 

Administrative  expenses  (497,594)  (412,654) 

Inccme  purchased  by  participants  6,452,632  7,249,373 
Inccme  due  participants, 

beginning  of  year  3.889  (35.670) 

Income  available  for  distribution  47,111,308  60,532,869 

Inccme  distribution  on  units  sold  7,390,974  7,216,108 

Distribution  39.404.503  53.312.872 

Total  distribution  46.795.477  60.528.980 

Inccme  due  participants,  end  of  year  $   315,831  $    3,889 


The  acconpanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STKIE  (W  MMMJA  BOaRD  CF  JNVESIMWIS 

SHCKT-THM  INVE3IMHW  POCJL 

NUlKi  TD  FINfiNCaAL  SITOSBTIS 
JINE  30,    1992  AND  1991 


1.  HTSTCRYAMD  CRSMOBCnCN 

The  Board  vas  created  by  an  act  of  the  Legislature  to  invest  and 
nanage  the  state  of  Montana's  investment  funds  on  a  centralized  basis. 

The  purpose  of  the  Short-Term  Investment  Pool  (STIP)  is  to  obtain 
the  highest  possible  return,  yet  maintain  a  highly  liquid  position 
vdiereby  funds  may  be  invested  for  relatively  short  periods,  one  day  or 
more,  depending  1.501  the  participant's  anticipated  use  of  the  funds. 
The  investments  and  the  incane  frcm  STTP  are  owned  by  the  participants 
as  they  purchase  units  and  are  managed  on  their  behalf  by  the  Board. 

2.  SCM4?VRY  cap  SnatlFICZVNr  ALUJUNI'IIC  pcejcies 

The  STEP  unit  value  is  fixed  at  $100.  The  total  price  to  buy  or 
sell  a  unit  is  $100  plus  incote  accrued  per  unit  since  the  last 
distribution.  The  STTP  distribution  is  determined  as  of  the  last 
calendar  day  of  each  month.  Participants  have  the  cption  of  having  the 
income  autotatically  reinvested  in  additional  units. 

A  unit  purchased  by  a  participant  begins  accruing  inccne  on  the 
day  it  is  purchased  and  ceases  to  accrue  incane  on  the  day  before  the 
unit  is  sold.  Participants  viho  sell  units  between  distribution  dates 
receive  the  respective  investment  incane  in  the  total  price  of  the  unit 
on  the  date  of  sale. 

Administrative  expenses  incurred  by  the  Board  are  charged  to  STTP 
daily  based  on  the  Board's  expenses  ^plicable  to  SITP. 

The  SITP  investment  portfolio  consists  of  securities  with  a 
maxiiTum  mat\arity  of  397  days  or  less.  The  portfolio  is  carried  at 
amortized  cost  or  book  value. 

3.  SBOKnTES  laWDDG 

The  Board  has  an  agreement  with  The  Chase  Nbnhattan  Bank  (Chase) 
v^iereby  Chase  would  loan  to  other  entities  securities  managed  by  the 
Board.  During  the  period  the  securities  are  on  loan,  the  Board 
receives  a  fee  and  Chase  itust  maintain  collateral  equal  to  102  percent 
of  the  market  value  of  the  securities  loaned.  The  Board  retains  all 
rights  and  risks  of  ownership  during  the  loan  period.  Security  lending 
incane  totaled  $40,263  for  the  year  ended  June  30,  1992  and  $62,388 
for  the  year  ended  June  30,  1991.  At  June  30,  1992  and  June  30,  1991, 
respectively,  $9,879,524  and  $9,724,162  in  securities  were  loaned  by 
Chase  to  other  entities. 
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4.    INVESUMn"  RISK  CKISXJRJSS 

State  of  Montana  investments  are  categorized  below  to  give  an 
indication  of  the  level  of  risk  assumed  at  June  30,  1992  and  June  30, 
1991.  Category  1  includes  investments  that  are  insured  or  registered 
or  securities  that  are  held  by  the  Board  or  its  agent  in  the  Board's 
name.  C&tegory  2  includes  uninsured  and  unregistered,  vd.th  securities 
held  by  the  counterparty  trust  department  or  agent  in  the  Board's 
name. 

June  30,  1992 


Carrying 

Nbrket 

Investment  Type 

Category  1 
$371,066,501 

Cateqory  2 
$        0 

Amount 

Value 

Bankers'  Acceptances 

$371,066,501 

$371,153,980 

Ccrrrrercial  Pc^xer 

154,637,698 

0 

154,637,698 

154,658,702 

Corporate  Cbligaticms 

114,901,305 

0 

114,901,305 

114,906,710 

Montana  Cert.ificates 

of  Deposits 

2,000,000 

0 

2,000,000 

2,000,000 

Government  Securities 

53,364,588 

9,879,524 

63,244,112 

63,565,900 

Repurchase  Agreements 

76,595.000 

0 

76.595.000 

76.595.000 

$772,565,092 

$9,879,524* 

$782,444,616 

$782,880,292 

June  30,  1S91 


Carrying 

Nbrket 

Investment  Type 

C&tecrory  1 
$371,953,243 

Category  2 
$        0 

Anount 

Value 

Bankers'  Acceptances 

$371,953,243 

$371,971,843 

Commercial  Paper 

178,919,940 

0 

178,919,940 

178,911,430 

Corporate  Gbligations 

90,370,817 

0 

90,370,817 

90,628,149 

Montana  Certificates 

of  Deposits 

1,000,000 

0 

1,000,000 

1,000,000 

GovernmenL  Securities 

58,597,611 

9,724,162 

68,321,773 

68,411,800 

Repurchase  Agreements 

69.760.000 

0 

69.760.000 

69.760.000 

$770,601,611 

$  9,724,162** 

$780,325,773 

$780,683,222 

*  At  June  30,  1992,  these  securities  with  a  market  value  of 
$9,916,200  were  loaned  under  a  security  lending  agreement  with 
the  state's  agent. 

**  At  June  30,  1991,  these  securities  with  a  market  value  of 
$9,750,350  were  loaned  under  a  security  lending  agreement  with 
the  state's  agent. 
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5-   KESmTBfBnS 

The  fflTP  investments  nnanaged  at  amortized  cost  as  of  June  30,  1991 
have  been  restated  frcm  an  amortized  cost  of  $780,325,773  to  a  rrarket 
value  of  $780,683,222.  This  restatanent  results  in  reporting  an 
unrealized  gain  of  $357,449  as  of  June  30,  1991. 

6.   YBVR  HO  PCKIK3EJD 

The  June  30,  1992  STIP  portfolio  is  included  on  the  following 
pages. 
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■(.•.(I    Kik)    r.itl  fcil  111  Hf-p>rl    HS  •<(    (.    lO/l^ 

simrr  rtRM  invfstmh^p  wni,    (f.5ni7n4l) 


P.ii/Slv>ips/Ilni  I  s      lBsti»>r 


('DUJrin 


5,11(10 
■i.dDd 

5,nfin 

3,1)4 

5,nnn 


,(inn 
,niin 
.r.dii 

.74') 
,(MMI 

,nn() 

,0(1(1 

5,'')0(i 

10,00(1 
5,000 
5,000 
4,000 

10,00(1 
5,1100 
5 ,  000 
5,000 
5,500 
5,000 
5,000 
5,000 


5, 
5, 
5, 
5, 
5, 
5. 


,500, 
,501), 
,000, 
,000, 
,000, 
,000, 
5 , 000 , 
5,000, 
2,600, 
5,000, 
6,000, 
5 , 000 , 
5,000, 
5,000, 
5,000, 
5,10(1, 
4,600, 
5,  too, 
4,000, 
5,000, 
1,240, 
5.  (■(Id, 
4,(1(1(1, 


,000.00 
,(1011.0(1 
,000.00 
,  0(.0.5() 
,000.00 
,000.00 
,000.00 

,(100.00 

,541 .50 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 
,000.00 

,000.00 

,000.00 

,000.00 

,000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 

000.00 

000.00 
000.00 
000.00 
000.00 

000. on 

115.00 
0110.00 

0(10.00 


AMinirAN   FXPRF:SS   RWK    mi  Hisf-nunt 

AMI:I!1CAN   tXlfd-^S   UANK    l.m  Hi3<:..iiiit 

AMIT^irAN   EXPRrSS   BANK   NY  dismunt 

FIUST  NATIiTNAI,  BANK    BOSI^iN  discount 

FIRST  NATIONAl,  BANK   BOSTDN  discount 

URST  NATKlNAt,  FV\NK   IDSTTIN  discoiml 
FIRST  NATKINAI.   HANK  OF  BO,S1T)N  diwrexiiil 

I  IKST   NMI.   IWNK    OF   UriSTOI  H%  liiwrMiiil 

HIIS-C   NATIilNAI.   IIANI;    UlS'ITiN  d  i  Sf lit 

FlH5rr  national   IV^NK    mSHW  diwonrW 

HANK  ATUiRirA  disci  .mil 

niASF  MANIIAITAN  ItANK   NY  disci.iiii! 

niASE  MANIIAITAN   HANK   NY  discoiinl 

(IIASE  ^VANIIAr^AN  BANK   NY  disciint 

niASr  rVANIlATIAN   HANK   NY  disconiil 

niASF  MANllATIAN   BANK   NY  discount 

(1IASF  MANIIATPAN  RANK   NY  disi -(111111 

CIIASF  MANIIAITAN   I4ANK    NY  disi-i.uiil 

CnillANK   NY  disi-.iiiiil 

CITIBANK   NY  discniinl 

CITIHANK  NY  disc..iinl 

CITIBANK   NY  discimiil 

CITIBANK   NY  dis<-(«iiil 

CITIBANK   NY  discoiiiil 

CITIHANK   NY  dis.-c.iiMt 

(DNniNINIAl,  HANK   (IliCAdl  <)isiiMiiil 

(TINTINFTXTAI.  FVANK   CHICAno  discMiiil 

CONTINIiNTAI,  HANK    lA  discHinl 

FIRST  RANK  MTE.S  Mg  dlSf.«iri( 

FIRST  HANK  Ml'I.S  MN  disci.iinl 

FIRST    TNTI-RSIATF   BANK   CA  dis<-..iiiil 

MANllFACTIUn-J^S   HANOVER   NY  dis.'niint 

MANUFACTIIRtRS   IIANOVITR   NY  .list ■..mm I 

MANIIFACniRFRS   HANI  TVER   NY  <li  kcommI 

MANIIFACniRniS   IIANOVKD   NY  discriiiiil 

MANIIFAfniRFRS   llANtTVFR  NV  .iiscniiil 

MANUFAmiRERS   IIANnVlJ^   NV  .lisoiii,! 

MANIIFACTirRniS   IIANTA/ni   NY  .lis.-.  .hmI 

MANIIFAnilRtPS   IIANfiVI^  NV  diSfoiiMl 

MANnFArnini'RS  hanovfr  nv  dis.-ouiii 

MANIirACTIIKFRS  IIANTA/I-J?  NV  disc.iinl 

MANIIFAmiRFKS   IIAMTVm   NY  discniiiil 

MANUFACTURERS   HANOVKTi   NV  dlso<i4ii.l 

MEMDN   RANK    PA  discount 

NORWr,ST  BANK   MPIS  discouril 

l-HIIAnFLPHTA   NATIONAL  HANK  dlsr:oiiMt 

.■■•VITgSKA   HANI  11,1 -SHANK IN   NV  .lin<-.>iiMl 
IIS   NATIONAl,  HANK   OF  WA.SIII  M.-nUvkl  i  s<-.  .111.1 


.'41,901,745.00     Sul.total    for  IXT1ESTIC  BA      (ElAD    ) 


5,000,000.00      RANK   OF  TDKYO  I A 


diR.-oiinl 


Maturity 

Ofl/27/1992 
08/26/1992 
09/1R/I992 
07/23/1992 
08/19/1992 
08/24-1992 
09/01/1992 
07/06/1992 
07/20/1992 
08/24/1992 
08 '04 '1992 
07  14/ I  992 
09/29''|992 
07/22/1992 
08/17/1992 
08/26/1992 
07 '24/ I  992 
07/15/1992 
07/09/1992 
07/07/1992 
07/02/1992 
07  20/1992 
08/04/1092 
08/1  3/1992 
07/27/1992 
09/08 'I  092 
10/08/ I  992 
09/03/1992 
08/25/1992 
10  20  1992 
08/12/1992 
07/14/1992 

07  21  '1992 
07/02/1992 
07'11 /I992 
07' 14    1992 

08  18 '1992 

09  28/1992 
(HI  02/1992 
10/11/1992 
10 '26  1992 
10/09/1992 
10/14'1992 
07/13/1992 
07/13/1992 
09/15/1992 
07/30/1912 
07/27/1992 


07/14/1992 


U(3ok  Value 


Miikr-I    ValiiH 


969 
970 
957 


3,106 


4,970 
4,967 
3,969 
3,597 
5,737 
4,969 
3,985 
4,992 
5,446 
9,977 
4,975 
4,970 
3,990 
9,985 
4,995 
4,996 
4,999 
5,488 
4.981 
4,977 
4,985 
5,459 
5,440 
4,965 
4,967 


918 
975 
992 
988 
599 
982 
991 


4,970 


950 
966 
■143 
037 
550 
239 
994 
993 
192 
501 
907 


,679.13 
,211.08 
,756.93 
,170.83 
,191.59 
,149.91 
,482.07 
,025.00 
,191.21 
,774.91 
,871.13 
,795.85 
,374.88 
,833.35 
,194.51 
,444.51 
,161.15 
,027.77 
,400.00 
,550.00 
,419.45 
,882.41 
,913.87 
,126.37 
,916.71 
,941.70 
,256.21 
,313.38 
,534.88 
,795.91 
,616.69 
,777.78 
,555.50 
,696.66 
,666.75 
,073.35 
,799.92 
,555.61 
,312.42 
,666.79 
,014.94 
, 166.60 
,712.56 
,199.98 
,666.70 
,566.22 
,055.47 
,780.00 


4,970 
4,970 
4,958 
3,106 
4,974 
4,971 
3,974 
1 ,  598 
5,718 
4,971 
3,985 
993 
448 
978 
975 


4,970 


090 
0115 
,995 
,996 
,999 
5,489 
4,982 
4,977 
4,986 
5,460 
5,442 
4 ,  Ohf, 
4,971 
4,941 
4,978 
4,093 
4,989 
2,599 


242,674,990.64 
4,992,958.35 


,9M4 
,091 
,074 
051 
067 
045 
.037 
551 
241 
3,994 
4,991 
5,190 
5,  Ml 2 
),0M9 

242,719 


150.00 
700.00 
650.no 
906.14 
35n.no 
750.00 

040. on 

12H.00 
090.91 
750.00 
760.1)0 
200.00 
190.00 
000.00 
400.00 
700.00 
If. 0.01) 
100.00 
800.00 
850.00 
500.00 
055.00 

200. nn 

500.00 
400.00 
235.00 
965.00 
500.011 

200. no 

900.00 
000.00 
200.00 
550.00 
740.00 
300.00 
840.00 
850.00 
400.00 

000. no 

550.00 
525.00 
838.00 
700 . 00 
960.00 
700.00 
423.53 
976. 00 
120.110 

211.58 


4,001,200.00 
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Yhhi    Kn(J    Portfolio  l<ep>it    ,>s  of    I.    ll)/'C 

simcr  11  KM  iNVKSiTiiw  Moi,     (6'^ni7n4l) 


P.tr/SlwTff^s/Dnit  s      Irsiipi" 


in 

,000 

,000 

.00 

■■. 

,ono 

,000 

.00 

••. 

.100 

,000, 

,00 

II) 

,000, 

,000, 

.00 

in 

,600, 

,non. 

,no 

10, 

,  oon, 

,000, 

,00 

Ml, 

,000, 

,000, 

,00 

4, 

.  joo. 

,000, 

,00 

10, 

,000, 

110(1, 

.00 

9, 

,000, 

,000. 

,on 

"i, 

,000, 

000, 

.00 

S, 

,000, 

1)110, 

,00 

■"), 

,000, 

1)00, 

.00 

in, 

,000, 

,000. 

.00 

10, 

,000, 

noo, 

,00 

■s, 

,ono, 

,000. 

,00 

IIANK   ()|-   ■|T)KY(1  NY 

IIAI     ICIll    KANlii   (lANK    NY 

IIAIWA    HANK    NY 

MUI    KANK    NY 

H).II    BANK   NY 

FUJI    BANK   NY 

INIU'STnTAl,  RANK  OF  JAF'AN    \A 

NOHINC-IIIIKIN   IIANK    NY 

NDlMNrllllKIN   IWNK    NY 

N()HIN(11I!KIN   BANK    NY 

NilHINnillKlN  RANK   NY 

NOHINCTIIIKIN   HANK    NY 

NottiN'iiiiKiN  l^^Nl;  ny 

SANWA   HANK   NY 
•SlIMITlINd  BANK   NY 
SVFN.SKA  HANnFI.SBANKFN 


Crniprjn 

di<5'~oiint 
d  isroiiiil 
dismiiiil 
ilisfoiiiil 
ilisroiiiit 
Hisroimt 
d  iscoimt 
di  sr-oiiiil 
diKcoiiiil 
disf^niint 
disi^oiitit 
di.sooiiiit 
disi-oiiiil 
discf)iiiit 
discount 
di.sr"Olltil 


I  .'II, '100, 0011. 110  sui.ioiai    f,,i-  itii(i:it:N  \v\     (hai-    ) 

■^,,000,000.00  amfimcan  rxPRr's.s  n^JTHniAN  mk 

■"i,  11110,000. 110  Sii|.l..l,(l     fop-    HANK    Mrn        (HKNII 

I, (inn, 000. no  isr  siciirity  hank  r,ivTN(;s-inN 

1,000,000.1)0  VAI,I,KY    HANK    HCirjRArjE  ^T^ 

J, 000, noo. 00  Siihlol,il     foi-   MiNTANA   eh      (I'IMI') 


4.f.7l) 


t.q^io 


10,000,000.00 
r>, 0(10, Olio. 00 

=1,000,  noo.no 
5,  oon,  0(10.00 

5,0(10,000.00 

in,non,on().on 
in, nnn, nnn.no 

10,0(10,0(10.00 

■i,  oon,  000.  on 


AHHFY   NATToNAl, 

11)1(1)  MritiK  ciiinri-  (imi' 

fMAC 

GFNIH.M,  rrrlTXtS  (KFDTT  OIRP 

ITT   FIN'-,N(:iAl,  (TTIIP 

PRIIDFNTIAL   FUNDING  CORP 

RAirWDN   HRCmiER."^ 

.SMI'ARSON    I.IIIIMAN    111(1  l.S   IKIIJIIMW 

WmiWlRTII   (T)RP 


Maturity 

nq/21/1992 
nn/28/1992 
09/04/1992 
07/15/1992 
07/08/1992 
08/21/1992 
07/17/1992 
n8/n4/1992 
08/03/1992 
na/31/1992 
OR /n6/ 1992 
07/01/1992 
10/05/1992 
08/10/1992 
07/10/1992 
07/15/1992 


12  II.  1992 


OH, 07/1992 
n / 09 /I  992 


Book  VahiM 


^^1lkp^    vaIup 


9,911 
4,967 


5 
9 
10 
9 
9 
4 
9 


063 
985 
592 
944 
983 
183 
962 
8,937 
4,979 
5,000 
4,948 
9,956 
9,990 
4,992 


, R5n.no 

,375.00 
,166.77 
,183.-31 
,002.89 
,749.97 
,111.12 
,935.00 
,599.95 
,170. on 
, 399.9n 

,000. no 
,400. on 

,666.62 
,525.03 
,416.69 


120,391 ,510.60 

5,001 ,292.60 

5,001 ,292. Ml 

1  ,000,000.0(1 
1,000,000.00 

2,0(111,000.011 


9,914 
4.9t,9 
5,065 
9,9H5 
in, 592 
,946 
,983 
185 
,965 
,942 
4,981 
5,000 
4, '149 
9,958 
9,990 
4,992 


, inn. 00 

,650.00 
,269.00 
,300.00 
,262.00 

,600. on 

,200.00 
,048.00 
.400.011 
,490.00 
,150.00 
,000.0(1 
,750.00 
,100.00 
,600.00 

, 65n.no 


l.'ll,  J14,7(.').ll(l 
5.008,650.00 
'.,llim,()50.()0 
1  ,(100,000.00 

I ,oon,nno.oo 
?, 11(10, 11(10. on 


4. 

,400 

05/28/1993 

9, 

.986, 

.674, 

,26 

1, 

.994, 

,  5on. 

,00 

5. 

,000 

01/15/1993 

5, 

.000, 

,000, 

,00 

5^ 

,017, 

.n5o. 

,00 

6, 

,(100 

09/17- 1992 

4, 

,999, 

,488, 

,66 

5, 

,014, 

.250. 

.00 

5, 

,(100 

01/19/1993 

4, 

,998, 

,282, 

.04 

5, 

,010, 

.650. 

,(l() 

4. 

.550 

05/20/1993 

5, 

.000, 

,000. 

.00 

4, 

,917, 

,250. 

.no 

5, 

.100 

11/09/1992 

10 

,000 

,814. 

.72 

10, 

,024, 

,200. 

.nn 

5 

,800 

02/22/1993 

10, 

,  000 

,onn 

.00 

10 

,075, 

,100 

.00 

5 

.000 

04/23/1993 

10 

,000 

,non. 

.00 

10 

,030, 

,  500 

.00 

4 

.600 

01    25'1<103 

5, 

,000, 

,000, 

.00 

5 

,003, 

,600 

.nn 

f,5 

,000 

,00(1 

.00 

.Siililol.il     foi-   Mi:niIIM   TI-KM   Nfrn        ((TTITJ) 

64. 

,'185 

,259 

.(.It 

1,5 

.  I('7 

,  100. 

.00 

r 

,000 

,00(1 

.00 

AI.UMiM    lllNDlNr;                                         cIik.-..miiI 

07    15    1')').' 

4, 

,')92, 

,222 

.21 

4 

, 'i''2 

,500 

.110 

5 

.000 

,00(1 

.0(1 

AI,I<H)N   IIINDIM;  ny                               discount 

07/15/1992 

4, 

,992, 

,513 

.85 

4, 

,992 

,500. 

.0(1 

5 

,026, 

,000 

.00 

AI,Ut'lAN   RJNDINn  CORP                         discount 

07/16/1992 

5, 

,017, 

,623, 

.33 

5, 

,017 

.958. 

.40 

5 

,029, 

,000, 

.00 

AI.UrtAN   RINDING  NY'                               disfoimt 

08/05/1992 

5, 

,009, 

,931. 

.71 

5, 

,010 

,191. 

,54 

5 

.108, 

,000 

.00 

AI.UMAN    FIINOING                                         dlRnoiinl 

08/14/1992 

5, 

.083, 

,651. 

.91 

5, 

,083, 

,941  . 

,32 

10 

,00(1, 

.000. 

,00 

ASSIT   Si;CIIRn(/'.Ari()tJ   (1«)P   (HRPiliSfounl 

07/15/1992 

9, 

,985, 

,105, 

.57 

9, 

,985, 

,000. 

,00 

10 

,000, 

.000. 

,00 

A.S.Sin'  .SECHKITIZATION   COOP  OTRPdi  scoiint 

07/15/1992 

9, 

985, 

,105, 

.56 

9, 

.  9H5 , 

,000. 

,no 

10 

,000, 

.000. 

,00 

OOIJlfN   MANAGFR   ACCFFTANCi:   aiRIVllSf-oiint 

07/15/1992 

9. 

984, 

.833. 

,31 

9, 

,985, 

,000, 

nn 

III, 

,000, 

.000, 

,00 

PRmiHM   FUNDING  ShKlES  A   92        disrronni 

07/10/1992 

9, 

990, 

.249, 

,98 

9, 

.9')0, 

.400. 

.nn 

5, 

,onn, 

(100, 

,00 

PRIMIHM  HINDINr;  SFRIFS  A              discount 

07/06/1992 

4, 

997, 

.305, 

,57 

4, 

.997, 

.350, 

.nn 

5, 

,000, 

000, 

,00 

PRhMIdM  MlNDlNc;  (X)RP  SIRIF.S  A  discount 

07/01/1992 

5, 

000, 

.000, 

,00 

5, 

.000, 

.000. 

,nn 

(., 

()II3, 

(100. 

.00 

PKIMIIIM   FUNDING   SlldlS   A                 di<?'-oiint 

07/24/1992 

6, 

(167, 

610. 

,01 

i>, 

(l(>8, 

.035. 

,82 
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Yi-.ii     Kfi.1    ISiilf.'li.i   H.-|i.il     .IS   i.f    (.     «)/0:> 

simrr  rii<M  iNvixmivr  mu.    (f.sr)i7ii4i ) 

P.ii/SMres/Iinif  s  Issuer                                                     Coiipjn  Maturity 

4,i60,nnn.nn  prrmum  rinding  serifs  b          diaTotint  n7/'t)/iq<>2 

Ill,()n4,l)(l().ll(l  KIKAir  TAI'lTAI.  iTHtP  disfoiliil 

<).076,ono.nn  sTHArmir  assft  niNniNr;  oirp    discount 

i(is,3(i6,oon.nn  subtotal  for  m^rnciM.  papfr  asset  HACKEn    (cpab) 

5,000,000.00  RANfAI,  'nU   STATE  (DRP                     Hisroiinl  07/1S/1992 

S,  0(10,  00(1.  (II)  SiiM.il.il     for   (t  M'll  :HC  I AI .   PAl'KU    nnMKS-ll  C  (Cl'l)    ) 

10,1)00,(100.00  IV\Nni)   Iv-Sl'Ilirni   SANTt)     NV               Hisroiuit  11/06/1092 

S, 000, 000.00  HHill  MinT)|(   H'JHI'   CANADA                     li  1  scv  iiiijl  ()7/l'i/I992 

10,000,000.00  MlKnilANKtN  NY                                          d  i  si~.  unit  07/15/1902 

10,000,000.00  NOKDIWNKEN   NORTH   AMEKICA    INC      discnutit  07/29/1992 

5,000,000.00  NflRDIlANKtN   NDrnil   AMI:R1CA                disr-niint  09,24/1092 

5,000,000.00  SKANMIA    TNTERNATI.  CAPITAL  Or  )RPdi  sroiiiit  07/2fl/1092 

4^, 111111,0(111. on  Sul.l..l,il    r..r   ctrMI  RCIM.   PAPIR   liiDl  |i;n      (cm     ) 

5,000,000.00  FEDIKAI.  IKTME   U)AN   RK   III.SC  MTTKrfisrniinl  05/n/l99) 

5,000,000.00  KEHIRAI,  I»ME   UlAN   flANK   IIN  ni-      ilis ml  O5'2M/|091 

5,000,000.00  FEni-RAI,  NATHWAI.  ASSN  nNHTES     Hisc-oiiiil  0410/1091 

15, 000, 000. 00  .Siil.li.l.il     for    (PHLRAI,   IIOli:    I/IAN    IIANK       (IMIW) 

10,000,000.00  FKDERAI.  NATI,  rt)imW;E  ASSOC       discniiil  09/30/1992 

5,000,000.00  FEDERAL  N.ATL  MUmWGE  ASSN   DN   disr-<-iitil  01/29/1993 

5,000,000.00  FEDfJfAL  NATL  M)mrAnE  ASSN          disf-niii.l  02/26/1993 

5,000,000.00  EEUHWL  NATL  rt)RTtW;E  ASSN  DN  discount  03/11/1903 

5,000,000.00  rn)i:ilAL  nail  t^linxW.E  ASSN   DN  liiw-oiml  0L12/t90t 

10,000,000.1)11  h-:di:ral  nati.  M)inT;i«;K  A.s.t;N  dn  dis.-i>iiiii  05/24/l0')t 

40,(100,01)11.00  Siil.t..t..l    fc.r   I  l:DKHAL  NAT'l.  Hiint;.    ASSN  ( t  TJliN  1 


5,000,000.00  HANI;  oi   ami:rica  si- 

10,000,000.00  cARco  simi>;  c 

10,000,000.00  CATeKPIU,fR   FINANCE   FFNT 

9, B94, 100.(14  mMDI.SCT)  RECEIV  TRUST    1902   Al 

10,000,000.00  s^^1  trust  CERTIEICATES  1992  A 


44,1)04,  10'I.H4  .Siil.ti.tHl     fni     I  I/lATINC.   rati:   MriE       (\VN\) 

10,000,000.00  US  TREASURY   HILL  disrniinl  09/24/1992 

10,000,000.00  Siiht.>tHl    for    T-niLLS      (TMIL) 

7fi,  595,000.00  CTTIIIANK      NY  .000 

76,595,000.00  Siibtot,il    for   REPi)      (REP    ) 


5. 

.0117 

04/01  '10')i 

4. 

■  Kill 

05   18/1993 

4, 

.111 

06/29/1993 

3, 

.965 

05/15/1993 

4. 

.537 

03/19/|09< 

Bcx>k  Value 

4,146,133.29 

10,697,883.60 

8,949,389.80 

104,899,559.72 

4,992,533.31 

4,992,533.31 

9,fi60,266.77 
4,992,436.14 
9,984,444.39 
9,970,211.16 
4,952,777.83 
4,985,468.73 

44,  745,  (,05. 02 

4,827,955.41 
4,008,295.89 
4,827,879.26 

14,464,  I  «l.5(. 

9,871,083.48 
4,878,542.00 
4,850,333.21 
4,836,603.93 
4,836,310.97 
9,627,583.1  3 

30,000,456.72 

5,018,767.31 
10,000,000.00 
10,000,000.00 

9,(194,109.04 
10,001,876.04 

44,014,753.  10 

9,879,524.29 

9,879,524.29 

76,595,000.00 

76,595,000.00 


rtdkf-f   Value 

4,146,646.40 

10,707,026.16 

8,955,652.24 

104,017,201 .88 

4,002,500.00 

4,092,500.00 

9,861 ,300.00 
4, 092, 500.00 
9,985,000.00 
9,970,100.00 
4,954,550.00 
4,085,550.00 

44, 74'l, (1011.00 

4,076,650.00 
4,1118,400.00 
4,033,750.00 

14, (.20,800. 00 

9,902,700.00 
4,885,150.00 
4,870,000.00 
4,861 ,200.00 
4,060,650.00 
0,641 ,200.00 

10,020,900.00 

4,836,050.00 
10,000,000.00 
10,000,000.00 

0,(104,109.84 
10,000,000.00 

44,7  !(),  050.84 

9,016,200.00 

9,016,200.00 

76,595,000.00 

76,595,000.00 


Tot..!     f,.r    SllOin'  TERM    I NVESIMKNT   FTriL      ((.5017041) 


782,444,616.3? 


7112.0(10,202.30 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


^ttm  ixt  tht  '^t^hinii^t  ^nhiiixx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the  state  of  Montana 
Board  of  Investments,  Montana  Common  Stock  Pool,  as  of  June  30,  1992  and  1991,  and  the  related 
Statement  of  Changes  in  Net  Asset  Value  and  Statement  of  Investment  Income  and  Distributions 
for  the  two  fiscal  years  then  ended.  These  financial  statements  are  the  responsibility  of  the  Board 
of  Investments'  management.   Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  net  asset  value  of  the  state  of  Montana  Board  of  Investments,  Montana  Common 
Stock  Pool,  as  of  June  30,  1992  and  1991,  and  its  investment  income  and  distributions  and  changes 
in  its  net  asset  value  for  the  fiscal  years  then  ended  in  conformity  with  generally  accepted 
accounting  principles. 


Respectfully  submitted. 


Tames  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  30,  1992 
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RECEIVED 

DEC  1  4  1992 
BOARD  OF  IHVESlMtNTS 


SnaS  OF  MMMJA  BQRRD  OF  INVESIWHnS 
MKIRNA  OMCN  SIDCK  POOL 

smra^air  of  net  asset  vauik 

JUNE  30,  1992  AMD  1991 


1992  1991 


Assets 

Cash 

EXie  f  rem  other  funds 

Dividends  receivable 

Broker  receivable  for  securities 

sold  but  not  settled 
Interest  receivable 
Investinents  nanaged  at  current  value 

(cost  of  $498,428,987  in  1992  and 

$352,581,226  in  1991) 

Total  assets 

T.^ah>^^^^^p<^ 

IXie  to  other  funds 
Inccne  due  participants 
Broker  payable  for  securities 
pjrchased  but  not  settled 

Total  liabilities 

Net  asset  value 

Units  outstanding 
Unit  value 


$    184,715 

51,517 

694,514 

$  1,247,761 

0 

1,082,478 

2,433,844 
971 

3,470,884 
402 

640,100.350 

482 , 063 , 775 

643,465,911 

487,865,300 

1,141,609 
973 

0 
403 

2,314,050 

7.793.816 

3,456,632 

7,794.219 

$640,009,279 

$480,071,081 

213,000 
3,005 

173,785 
2,762 

snas  dP  KinsvNA  board  op  iNVE?s«ns 

»anSNA  OCMCN  SDDCK  FOGEi 

sraasfiw  of  chahss  in  net  asset  value 

JIHE  30,  1592  AMD  1991 


1992  1991 


Net  asset  value,  beginning  of  year 
Value  of  units  purchased  by 

participants 
Value  of  units  sold  by  participants 
Changes  in  current  value  of 

investments  managed 

Net  asset  value,  end  of  year 


$480,071,081 

$370,076,898 

112,551,264 
0 

85,490,025 
0 

47.386,934 

24,504,158 

$640,009,279 

$480,071,081 

Ihe  accorrpanying  notes  are  an  integral  part 
of  these  financial  statements. 
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SraTE  OF  MUmtfR.  BOARD  OF  INVBSIl>»nS 
MWnVNA  OMCN  SIDCK  POOL 

SraiBflHir  OF  INVESIMOn"  INOCME  AND  DJSJSJBJnOtB 
JUNE  30,    1592  AND  1991 


1992 


1991 


Investitiait  incotie 
Administrative  expenses 
Incone  purchased  by  participants 
Inccme  due  participants, 
beginning  of  year 

Incone  available  for  distribution 
Distribution  (Note  2) 


$17,465,152 
(335,783) 
136,565 

403 


Incone  due  participants,  end  of  year   $_ 


17,266,337 
17.265.364 

973 


$17,472,033 
(288,425) 
16,190 

300.314 

17,500,112 
17.499.709 

$       403 


The  accotpanying  notes  are  an  integral  part 
of  these  financial  statements. 
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Smm  OF  MKERNA^  BCWRD  OT  INVESIl«»nS 
MWCVNA  CTMCN  SHXK  POOL 

NCnKS  ID  FmANdAL  SmiEMBNIS 
JUNE  30,    1992  AND  1991 

1.  HISICRY  AMD  CRC3VNI2MT:CN 

The  Beard  vas  created  by  an  act  of  the  Legislature  to  invest  and 
nanage  the  state  of  Montana's  investment  funds  on  a  centralized  basis. 
Tine  Montana  Cannon  Stock  Pool  (Montccrtp)  vas  created  to  allow 
retirement  and  endownent  funds  the  opportunity  to  participate  in  the 
equity  market  via  a  diversified  pool. 

Mantcorp  was  created  as  of  July  1,  1980  by  the  transfer  of  all 
caiman  stock  owned  by  the  Public  Employees'  Retirement  System, 
Teachers'  Retirement  Systan,  and  other  funds  into  Montccnp. 

2.  SOWARY  OF  SIOHIFECJVNr  ADdXKnNG  PQUCIES 

Ihe  Public  Snployees'  Retirement  Systan  and  the  Teachers' 
Retiranent  System  transferred  virtually  all  stock  owned  into  Montcorp 
at  the  start -15)  date  and  were  issued  units  according  to  the  market 
value  of  their  ccntributian,  retaining  their  original  total  cost  basis. 

The  initial  unit  value  as  of  July  1,  1980  was  $1,000.  Unit  values 
thereafter  are  calculated  once  a  month  at  the  close  of  the  last 
business  day  of  the  month  based  i:5X3n  the  market  value  of  the  Montccnp 
equity  holdings  and  other  assets.  Based  on  the  investment  officers' 
decision,  participants  may  then  buy  or  sell  units  on  the  first  business 
day  of  each  month. 

Depending  on  the  stock  martet  conditians  and  the  investment 
officers'  analysis,  unit  values  may  be  calculated  during  the  month  to 
permit  participants  to  buy  or  sell  units  the  following  business  day. 

As  reported  in  the  Statement  of  Changes  in  Net  Asset  Value,  the 
value  of  units  purchased  by  participants  increased  from  $85.5  million 
to  $112.5  million  in  fiscal  year  1992.  "Iliis  increase  reflects  the 
investment  policy  change  to  increase  the  common  stock  investments  of 
the  retirement  funds. 
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3.  SBLUKlTiKS  laOItG 

The  Beard  has  an  agreement  with  The  Chase  ffenhattan  Bank  (Chase) 
to  loan  other  entities  securities  managed  by  the  Board.  During  the 
period  the  securities  are  on  loan,  the  Board  receives  a  fee  and  Chase 
must  maintain  collateral  equal  to  102  percent  of  the  market  value  of 
the  securities  loaned.  The  Board  retains  all  rights  and  risks  of 
ownership  during  the  loan  period.  Included  in  investnent  incone  in  the 
accanpar^diig  financial  statements  is  $7,240  for  fiscal  year  1992  and 
$12,849  for  fiscal  year  1991  of  incone  frcm  securities  lending 
activities.  At  fiscal  year-end  1992  appraxdmately  $20,353,794  and  at 
fiscal  year-end  1991  ^proximately  $5,944,808  of  securities  included  in 
these  financial  statements  had  been  loaned  by  Chase  to  other  entities. 

4.  INVESDfiir  RISK  Oym3CRIES 

state  of  Montana  investments  are  categorized  below  to  give  an 
indication  of  the  level  of  risk  assumed  at  June  30,  1992  and  June  30, 
1991.  Category  1  includes  investments  that  are  insured  or  registered 
or  securities  that  are  held  by  the  Board  or  its  agent  in  the  Board's 
name.  Category  2  includes  uninsured  and  unregistered,  with  securities 
held  by  the  counterparty  trust  department  or  agent  in  the  Board's 
name. 


Jiir¥»  30,   1992 

InvesUtient  Type 

cateaory  l 

$463,107,793 
14,967.400 

C^tecfory  2 

$20,353,794* 
0 

$20,353,794 

O^  Trying 
i^mount 

lyhrket 
Value 

Corporate  Stocks 

STIP 

$483,461,587 
14.967.400 

$625,132,950 
14.967.400 

$478,075,193 

$498,428,987 

$640,100,350 

Jiire-  30,   1391 

Investment  Type 

category  1 

$309,289,418 
37.347.000 

$346,636,418 

Carrying 
C&teQory  2 

$5,944,808** 

Nbrtet 
Amcxmt 

Value 

Corporate  Stocks 
STIP 

$315,234,226 
37.347.000 

$444,716,775 
37.347.000 

$5,944,808 

$352,581,226 

$482,063,775 

** 


At  June  30,  1992,  these  securities  with  a  market  value  of  $26,925,113  were 
loaned  under  a  security  lending  agreement  with  the  state's  agent. 

At  June  30,  1991,  these  securities  with  a  market  value  of  $5,323,487  were 
loaned  under  a  security  lending  agreanent  with  the  state's  agent. 

5.   YEAR  HO  PQKIK3LI0 


The  June  30,  1992  Montccnp  portfolio  is  included  on  the  following  pages. 
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y.Mi  ijvi  t'l.iifi.iio  ii»'i«>ii   .is  ..r  I.   111/02 

MWIANA  MMTW  S1TTK    POI)l,      (6'i017044) 

Rir/Sh-ir^s/Dnits  Issuer 

rnn.niKi.fid  noKiNt; 

17(1,00(1.(1(1  I  IN  I  in)  TiriiNiiurjir.i; 

1711,0(111.(1(1  Siil.l.il.il     for    AlimSIWK       (OlldlM 

7r.,4()0.(i(i  K  r,  K  c;  ]ur 

7f.,  4(111.(1(1  SmI,I.,I.<|     fill    Ai:H(>SI'Ai-|'    --Il|:il-TJSI     I  1 .11 -IK       (OIlOU 

100,(100.(1(1  1)1  I, lA   All!    i.iNr.<< 

100,0110.(10  .Siihlrit,il    for  AM)  TKANSHMrr      (0004) 

ino.onn.nn  niRn  Mnrnin  at 

ino,oon.(in  sni.t..!,.]   f,,t  AirirMrrnvK  -  tau     (oooi)) 

72,(iO(i.oo  hanc  ()ni:  friRi' 

I  00,00(1. on  KlHST  HANK   SYSThM 

100,000.00  Fin.ST  IINTDN  BANK 

50,000.00  uRsr  wAnrwiA 

70,000.00  n4i:LT  financial  caKiiip  int 

1  w ,  000 .  00  NnrtwFST  (jinp 

so,  000.00  I'NC   riNANCIAI, 

100,000.00  us  ivANonnp 

67L>,f.(l(l.(l(l  Siilil.il.il     for    IIANKS — UlI'.KlNAI.       (0011) 

2S0, 000.00  PFI'SKK)    INr 

?Mi, 00(1. 0(1  .siiiii.ii.ii    r.,i   iirvii(A<;i',s/si)iT  ixjiNKs     hkii  d 

120,00(1.0(1  MAS(T)  (TH(V 

70,000.00  1>I<;    INDIUSTHIFS 

ISS,OOO.on  SMLKWIN  WILLIAMS 

^4s, (KID. (Ill  s.ii.t..iHi  r..i- mm.  MATFKiAi.s  -  nivLHsiiii  I)  (onr.) 

IHO, 00(1. 11(1  amj:i(I(:an  cyanamid 

14'., '100.0(1  HW  flllMICAL 

70,000.00  IXIPDNT 

70,00(1.00  MlNNE.SnTA   MINIMI 

160,000.00  MDNSANTO 

f.25,OOO.on  Siihli.l,)!    for  nil-MTCAI.S— MA-IOR      (0017) 

I'll), 000. 00  IIAN^DN   I'l/- 

2(10,0(10.0(1  TYoi  i,^n.s 

S')0, 000.00  .Sill. I,, I,:,  I     for   (YlNG!X>Ur.HATIvS       (0020) 

10(1, 00(1. on  AMiniTAN  iKni:  pwxHirTs 


hnr.k  Value 

6,496,050.00 
7,810,887.50 

14,106,017.50 

1  ,105,156.0(1 

1  ,105,156.00 

5,410,281 .00 

5,418,281.00 

6,159,400.00 

6,159,400.00 

I  ,507,025.0(1 
1  ,492,102.50 
1 ,987, 100.00 
1,127,345.22 
1,119,202.63 
1,329,281.02 
2, 153,800.00 
2,082,060.00 

12,70R,in7.?7 

4,  167,072.16 

4,  167,072.  U. 

2,046,001 .00 
2,954,649.1(1 
2,078,675.00 

8,770,325.10 

9,635,621.0(1 
6,126,859.77 
2,668,460.00 
4,791,850.06 
6,067,733.94 

29,290,525.67 

7,249,050.00 
6,303,071.50 

13,553,021.50 

3,424,513.07 


Mirkfl    Vrtliit- 

7,075,000.00 
8,082,500.00 

I (..IC, 7,  500. 0(1 

I  ,757,200.00 

I  ,  7'. 7,  I'OO.on 

5,425,000.0(1 

5,425,0(10.00 

8,235,(100.00 

(1,235,000.00 

(,  112,375.00 
1,012,500.00 
1,787,500.00 
1,001 ,250.00 
2,073,750.00 
4,040,000.00 
2,700,000.00 
2,417,500.00 

'(..  :'44,l)75.O0 

It, (.56, 250.00 

H, (.56, 250.011 

!,  120,000.00 
4,585,000.00 
4,262,500.00 

I  1  ,01,7,5(10.00 

0,000,000.00 
11,4117,407.50 
1,5)5,000.00 
6,700,000.00 
8,820,000.00 

17,542,487.50 

7,1.5  1,750.00 
»>,  000,000. 00 

14,451,750.00 

7. 150,000.00 
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Y<-.=ir   tnd   l;>rt  f'<\  \,,  Kr-pml    as  of    ti/1(),'92 
M3NTANA  tXM^ON  STDCK   PtlOI,      (65017044) 

Prir/SKi  res /Units  Issuer 

nn, nnn.no  BRTsmi,  myk-rs  sqiiibd 

I5n,nnii.nn  ki.i  i,ii.i,y 

24n,non.oo  mkrck 

120,000.00  SHERING  PU")UGH 

90,000.00  SMITHKLINE  BEEXWiM 

330,000.00  SYNTEX 

i8n,nno.on  upjohn 

1 .4on,niiii.t)o  siii.ii.t.il   for  i)Hii(;s     (0025) 

60,0n0.00  FNER5?0N   Er.EfTRTC 

130,000.00  GENEHAl.  ELECTHIC 

190,000,00  Subtotal    fr)r   ELECT  EQUIP— MA.IOR  DTV      (0020) 

ioo,nnn.on  amp  inc 

11)11, (Mill. 1)11  SiiMi.l.il    f..r  l:|,i:rniir/\l.  Ifjiill'   •    n)NNl  ch  h;:;      (()():")) 

200,000.00  irnri.  mnp 

I2n,nn().n()  MnritiKfiiA  iNr- 

32n,nn(j.(i()  siii>tot..i   for  Rr.KCTW)Ni('.s— siMt/oMiiiNrms     (onin 

160,000.00  UnilSEimfi)   INTh-RNATlONAI, 

160,000.00  Siihtot.il     fnr   FFNANCF  HMPANirS       (()l)3(,) 

3a'i, 000.00  ARaiER   nANlElS  MIDtAND 

385, 000. nn  siibtoiHi  f..i   Ritx) — oowrxjiTrKs     (0041) 

120,000.00  BOHDEN 

170,0()n.nn  CPT    Im-I^RNATIONAL 

1  en, 000. no  general  mills 

210, 000. no  GRAND  MET  Pir 

160,000.00  KELUTOG  m 

80,000.00  iiNii.rvra  NV  Aim 

')nn,noi).nn  suhtotal   for  mtxis— pi«cp'-s,sf:ii     (on44) 

ISO, 000. nn  NATTONAL  MFDirAI.   ENTFUfRlSF^; 

35l),nr)n.n()  Siihtnt,il    for   IKiSPITAI.  MANAGFM1-:NT      (0041) 

inn.oon.nn  Aiumr  tAns 

56,  (ion.  no  Dia.-KMAN    INSntlMITJTS 

un.oon.nn  bittdn  Dickinson  &  a) 

25n,O00.n0  J(^HN9nN  (.   JOflNSON 

70C.,nn0.nn  Snl.total    for  inSPITAI,  supplies      (0051) 


Book  Vahie 

10,273,185.80 
8,141,193.92 
3,372,718.66 
5,675,200.00 
3,073,068.28 
7,582,997.39 
5,365,566.70 

46,908,443.02 

1,851,322.98 
7,247,900.00 

9,099,222.98 

4,402,600.00 

4,4()2,f.on.n() 

7,710,348.00 
5,926,475.00 

13,636,823.00 

7,n37,5I2.50 

7,037,5)2.50 

8,301,609.49 

8,301,609.49 

3,796,977.50 
3,114,991.96 
6,053,487.41 
5,691,740.00 
6,376,173.90 
7, 990,  280. on 

33,032,65n.77 

5,288,625.00 

5,288,625.00 

2.492,337.34 

855,767.50 

7,095,937.52 

9,592,332.50 

20,036,374.86 


Hirkfl    V^hif 
12,492,500.00 

9,7(.8,75n.nn 
11 ,7nn,ono.oo 

6,585,000.00 
6,896,250.00 

11 ,3n2,5no.oo 
5,760,onn.on 

7)  ,(.55,000.00 

2,925,000.00 
10,075,000.00 

13,000,000.00 

5,3R7,5nn.00 

5,  (117, son. 00 

1 1 ,45n,onn.nn 

9.  195,OnO.(IO 

jn,  (.45, 000.  no 

8,040,000.00 

(i.n4n.nnn.nn 
9,n47,5nn.oo 

9,047,500.00 

3.(.6n,nnn.on 

7,  (14  I  ,250.0(1 

in,74n,nnn.oo 

7,323,750.00 

10,620,000.00 

11,650,0(10.00 

4H,IM5,  000.00 

5,0^1  ,250.00 

5,0  11  ,250.00 

I  1  ,  105,000.00 
1  ,04  3,000.00 
B, 195,000.00 

11,187,500.00 

31 .73n,5no.on 
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Ye,<r    Eni   l.  .1  I  fol  i,.  Kf'p.rt    hs  ..f    (•     t(l/')2 
MWIANA  a^MlN   STtX'K    IXDI,      (65017044) 

P.ir/SI»are.S/'llnil  s  Issuer 

lon.ono.nn  aitlr  ciMPirrtJis  inc 

l20,niM).()tl  UM 

22n,nnn.nf)  suhiota)  for  inp.)  i'Rf)--fT>iPirre:R     (nn*i4) 

]  20,000.00  DiniTAI,  FQIJIPMENT 

120,000.00  Suhto^al     for    INPT)  PRor— MTNirTMPirrF.T?      (0056) 

35,000.00  MARSH  &  MCLENNAN 

15,000.00  SiititoMl    for   TNSIIRANCE  -   DROKHiS      (0061) 

90,000.00  ST  PAUL  COS 

90,000.00  Siibtot/il    for   INSURANCK—CASDAI.TY      (0062) 

85,000.00  AMIPirAN    INTI,  C^MIP    INf 

110,000.00  GI-JNbI?AL  RE 

115,(100.00  Siil.lol.il     fur    INSdIlANn:— SPKriAI.TY      ((I0(,7) 

300,000.00  GIAXO  HOimNC^  ADR 

300,000.00  Subtotal  for  HHMF  HEALTH  CARE   (0075) 

130,000.00  REirrms  io[X)iNr.s 

130,000.00  Subtotal    for  MEDI A— PDBLISHING      (007B) 

94,700.00  HAVIDN  HUDSON 

80,000.00  MAY   OEPARTMENT  STTiRGS 

174,700.00  Siibtot-al    for  Mb.-RCHANDISING— DEPARTMf;NT      (0079) 

130,000.00  AIJIJ-RTSONS    INf 

100,000.011  RYKOFF-.SEJOON 

230,000.00  .Siil>tolal    for  MKHaiANDISINr;— R»X)      (l)Oni) 

220, 000. 00  MDiwwm  orjRP 

220,000.00  Subtotal    for  MASS  MEKaiANDISlNC;      (0082) 

200,000.00  CARNIVAL  CRUISE  LINES 

320,000.00  DISNEY    (WAI,T)   0> 

^5(1,000.(10  nil-   I.IMITCI)    INC 

1 21), 000. 00  HWS   H   US 

990,000.00  Subtotal    for  MtRCHANDISING  -   SPECIALTY      (0083) 

71,100.00  PACIFIC   ENTERPRISES 


Dock  Valui^ 

3,995,500.00 
11,194,973.18 

15,190,473.18 

8,559,600.00 

8,559,600.00 

2,095,450.00 

2,095,450.00 

4,099,460.34 

4,099,460.34 

6,388,122.50 
8,611,200.00 

14,990,322.50 

9,029,000.00 

9,029,000.00 

5,282,910.00 

5,282,910.00 

4,888,588.50 
1,437,322.56 

6,325,911.06 

5,215,300.00 
1,955,412.50 

7,170,712.50 

6,213,650.(10 

6,213,650.00 

6,111,270.00 
8,933,900.00 
7,583,000.0(1 
3,293,350.00 

25,921,520.00 

2,909,660.50 


hUrl-;.!     V^lik? 

4,800,000.00 
1  1,745,(1(10.00 

If.,  545, 000. 00 

4,155,000.00 

4, 155,000.00 

2,712,500.00 

2,712,500.00 

7,211,250.00 

7,211,250.00 

7,533,125.00 
9,322,500.00 

If,,  (155, 625. 00 

7,650,000.00 

7,650,000.00 

8,547,500.00 

8,547,500.00 

6,344,900.00 
4,430,000.00 

10,774,900.00 

5,460,000.00 
1 ,625,000.00 

7,(185,000.00 

5,94(1,000.00 

5,940,000.00 

5,650,000.00 

11,520,000.00 

7,962,500.00 

4,140,000.00 

29,272,500.00 

I ,308,900.00 
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Yerir   End    Portfolio  KeiTor  t    as  of   h/in/92 
MDNTANA  COfMlN  STTXTK   HOOL      (65017044) 

Par/Shares/Units  Issuer 

120,000.00  soirniwEST  gas  corporation 

193,100.00  Subtotal    for  NATURAL  GAS— DISTRIBITTION      (0090) 

120,000.00  ARKLA 

150,000.00  BURT.INGTON  RESOURCES 

100,000.00  PANHANDLE  EASTERN  OORP 

370,00(1.00  Subtotal    for  NATURAL  GAS—DIVERSIFIED      (0091) 

110,000.00  AKlCn  CORP 

50,000.00  ATlANTllC  RICHFIELD 

180,000.00  PHILLIPS  PETRO 

110,000.00  USX -MAR  An  ON  GROUP 

200,000.00  UNOCAL  OORP 

650,000.00  Siibt.ota]    for  OIL— lOTEHGRATED  DOMESTIC      (0093) 

150,000.00  MOBIL 

160,000.00  TEXAOn 

310,000.00  Subtotal    for  OIL— INTEGRATED   INTERNATIONA).      (0094) 

250,000.00  DRESSFi^   INDUSTRIES 

250,000.00  Subtotial    for  OIL  SERVICES      (0098) 

60,000.00  TEMPLE   INIAND 

60,000.00  Subtotal    for   PAPER   PRCXXICTS      (0099) 

140,000.00  EASTMAN  KfXlAK 

140,000.00  Subtotal    for   PI lOIOCKAPI  1 Y      (0)00) 

200,000.00  ATTWriDS   PI-C  ADR 

220,000.00  WASTE  MANAGEMENT 

420,000.00  Subtotal    for  POLLUTION  on^7^ROL     (0101) 

92,200.00  BURLINCnON  NORTHERN 

92,200.00  Subtotal    for  RAIIflOADS      (0103) 

250,000.00  MCDONALDS  OORP 

250,000.00  Subtotal    for  RESTAURANTS      (0113) 

170,000.00  HARRIS  OORP 

170,000.00  Subtotal    for  TELEOOttI /TECHNOLOGY      (0117) 


Book  Value 

2,239,900.00 

5,149,560.50 

1,151,688.06 
4,153,565.37 
1,528,110.76 

6,833,364.19 

3,502,696.61 
3,374,465.05 
4,365,650.00 
2,518,101.55 
4,648,140.00 

18,409,053.21 

6,234,164.41 
9,337,800.00 

15,571,964.41 

5,080,475.00 

5,080,475.00 

655,494.53 

655,494.53 

5,772,450.00 

5,772,450.00 

2,322,458.00 
8,075,225.00 

10,397,683.00 

2,746,051.00 

2,746,051.00 

7,535,975.00 

7,535,975.00 

4,233,701.36 

4,233,701.36 


Market  Value 

1 ,725,000.00 

3,113,900.00 

1,065,000.00 
5,925,000.00 
1,562,500.04 

8,552,500.04 

5,211,250.00 
5,331,250.00 
4,365,000.00 
2,378,750.00 
5,050,000.00 

22,336,250.00 

9,187,500.00 
9,860,000.00 

19,047,500.00 

5,218,750.00 

5,218,750.00 

2,895.000.00 

2,895,000.00 

5,582,500.00 

S,SR2, 500.00 

2,4^0,000.00 
7,315,000.00 

9,765,000.00 

3,399,875.00 

3,399,875.00 

11,281,250.00 

11,281,250.00 

4,632,500.00 

4,632,500.00 
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Y.«ar  Knd  ^^^rtfl•lio  l<ip>it    ,is  .  .f   (>/ «|/92 
MLWrANA  OMiDN  SlTlCK   HlXJl,      (65017044) 

Par/Shsres/llnits  Issuer 

300,000.00  B.A.T.    IND  PLC  ADR 

l50,onn.on  phiiip  morris 

152,000.00  RJP  NABISCO  Cr>MDN 

602,000.00  Siibf.oMl    for  TOBACa)     (0120) 

280,000.00  ATST 

)20,ono.nn  bei.i.  ATrAMrir  otrp. 

i90,onn.no  crre  itiRp 

70,000.00  PACIFIC  TELESIS  C3ROOP 

33,000.00  .^rMriTlWESTtRN  BEIX  CHRP 

130,000.00  US  WEST  nOTMINICATIClNS 

823,000.00  Subtotal    for  IiriLITIES—CErriUNICATinNS      (0124) 

178,500.00  MDOTANA  POWER  CO 

140,000.00  PACIFIOORP 

290,000.00  WESTTNfTHOllSE  ELECTRIC 

608,500.00  Subtotal    for  ITTIUTIES— ELECTRIC     (0125) 

50,000.00  AUSTRIA  FUND  INC 

50,800.00  EMhKSING  (GERMANY   FUND 

5,000.00  FIRST  AUSTRALIA  FUND 

115,200.00  FRANCE  C3«nWTH  FlIND 

50,000.00  C3R0WTH  FUND  OF  SPAIN 

26,700.00  IRISH   INVESrru-NT  niND 

127,500.00  MEXICn  ITJNn 

24,300.00  NEW  G^S^^ANY  niND 

449,500.00  Subtotal    for  EQUITY  ODUNTRY  RINDS      (0126) 

15,903,900.00  Subtotal    for  MIT^ANA  (XTtriN  STDTK   pnot.      (65017044) 

149,674.00  SHORT  TERM  INVESTMEJn"  POOL  .000  12/31/1990 

Total    for  MnOTANA  COWON  STOCK  P(X)L      (65017044) 


Book  Value 

3,516,691.50 
7,650.136.00 
1,575,024.00 

12,741,851.50 

4,709,897.26 
4,659,469.05 
3,108,964.78 
1,803,210.72 
827,884.50 
4,963,525.00 

20,072,951.31 

3,803,467.50 
1,514,471.37 
8,301,200.00 

13,619,138.87 

490,250.00 

408,727.50 

47,325.00 

1,149,868.00 
508,050.00 
215,838.00 

"1,126,893.50 
283,412.00 

6,230,364.00 

483,461,586.56 

14,967,400.00 

498,428,986.56 


nukft   Value 

4,200,000.00 

11,006,250.00 

1,330,000.00 

16. Sir., 250. 00 

12,040,000.00 
5,340.000.00 
6,056.250.00 
2,808,750.00 
2,013.000.00 
4,745,000.00 

13.003,000.00 

4,685,625.00 
3,115,000.00 
5.075,000.00 

12.875,625.00 

425,000.00 

393,700.00 

45,000.00 

1 .094,400.00 
468,750.00 
206,925.00 

J, 725. 312.51 
273,375.00 

5,632,462.51 

625,132,950.05 

14,967,400.00 

640,100,350.05 


47 


LEGISLATIVE  AUDITOR: 
SCOTTA.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


STATE  OF  MONTANA 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  BRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Investments  Managed  for  the  state  of 
Montana  Board  of  Investments,  All  Other  Funds,  as  of  June  30,  1992  and  1991,  and  the  related 
Statement  of  Investment  Income  and  Statement  of  Changes  in  Investments  Managed  for  the  two 
fiscal  years  then  ended.   These  financial  statements  are  the  responsibility  of  the  Board  of 
Investments'  management.  Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  investments  managed  by  the  state  of  Montana  Board  of  Investments,  All  Other 
Funds,  as  of  June  30,  1992  and  1991,  and  its  investment  income  and  changes  in  its  investments 
managed  for  the  fiscal  years  then  ended  in  conformity  with  generally  accepted  accounting 
principles. 

As  discussed  in  note  5  to  the  financial  statements,  the  board  changed  its  method  of 
reporting  investments  from  book  value  to  current  market  value  on  the  statement  of  investment 
managed.   The  board  now  reports  book  value  parenthetically  on  the  statement.   The  1991  financial 
statements  have  been  restated  to  reflect  this  change. 

Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


October  30,  1992 
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RECEIVED 

DEC  1  4  1992 
BOARD  OF  INVESlMtNTS 


smm  OF  fCNraNA.  board  of  invest^bhs 

ALIj  OTSSi  Flics 

siKreMHW  of  invesimq/is  mrnm^hd 

JIUE  30,    1392  A^D  1991 


1992 


Investments  managed  at  current  value 
(bock  value  of  $2,485,822,143 
in  1992  and  $2,309,002,200  in  1991) 
(Notes  2,  5  and  7) 

Interest  receivable  (Note  5) 

Loans  receivable  (Notes  2  and  5) 

Unrealized  gain 

Net  unamortized  deferred  losses  on 
bond  svaps  (Note  2) 

Ttotal  investments  iranaged 


$2,623,048,014 
53,765,221 
47,479,968 
(137,225,871) 


1991 


5.998.323 


$2,334,224,419 
55,658,158 
38,649,655 
(25,222,219) 


10.786.848 


$2,593,065.655    $2,414.096.861 


SnaS  OF  MinSNA  board  of  INVE?IMQnS 
Nl.  aiBER   FINS 

SmiaiHW  OF  INVESIMQir  INCCME 

BCR  THE  FISC3VL  YEARS  Hi3HD 

JDNE  30,  1592  A^D  1991 


1992 


1991 


Incone: 

Investment  incone  (Note  5) 
Realized  gain  en  sales 
Amortization/accretian 
Net  amortization  of  deferred  gains 
on  bond  swaps  (Note  2) 

Total  incone 

Expenses: 

Aininistrative  expenses  (Note  5) 
Net  amortization  of  deferred 
losses  on  borxi  svaps  (Note  2) 

Ttital  expenses 

Net  investment  income 


$229,326,647 

19,056,848 

3,068,839 

211.005 

251,663,339 


636,903 

0 

636.903 
$251.026,436 


$219,416,586 
9,472,730 
3,232,948 

0 

232,122,264 


554,794 

1.645.926 

2.200.720 

$229,921,544 


The  accorpanying  notes  are  an  integral  part 
of  these  financial  statements. 
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SnaS  (»■  MMBNA  BQRRD  OF  INVESIl>HnS 
AUj  aiSER  FDMK 

HJOS  TO  FrNRNdftL  SI3V3»«riIS 
JllJB  30,    1992  AMD  1991 

1.        mSICRY  AND  CRGANIZKnCN 

Tlie  Board  vbs  created  by  an  act  of  the  Legislature  as  the  sole 
authority  to  invest  and  itanage  state  funds  in  accordance  with  the  laws 
and  Constitutian  of  the  state  of  Montana.  The  investments  and  inccme 
therefrom  are  owned  by  various  state  of  Montana  agencies  and  managed  on 
their  behalf  by  the  Board. 

Ihe  Board  operates  under  the  "prudent  expert  principle, " 
diversifying  holdings  of  each  fund  to  minimize  risk  of  loss  and 
maximize  rate  of  return. 

2.     scMftRY  OF  SBaoFravNrr  Axrxwmc  PoajcrRS 

Investments  are  presented  in  the  Statement  of  Investments  ffenaged 
at  current  value.  Book  value,  parenthetically  disclosed,  represents 
the  original  cost  adjusted  for  discount  and  premium  amortization  v^iere 
applicable.  Premiums  and  discounts  are  amortized  using  the  straight - 
line  method  over  the  life  of  the  securities.  Discounts  associated  with 
zero  coupon  securities  are  amortized  using  an  interest  method.  An 
average  life  of  eight  years  is  used  for  amortization  of  mortgage 
discounts . 

Current  values  for  publicly  traded  securities  are  determined 
primarily  by  reference  to  market  prices  supplied  to  the  Board  by 
various  brokerage  houses  and  pricing  services.  The  investments  managed 
relate  principally  to  investments  v^iich  will  be  held  or  otherwise 
disposed  of  at  no  significant  loss  to  the  fund. 

BcDd  Sw^s 

Bond  sw^js  involve  trading  one  security  for  another  security 
having  the  same  par  value  for  the  purpose  of  enhancing  portfolio 
content  and/or  yield.  For  pension  funds,  the  Board  defers  gains  and 
losses  resulting  from  bond  svaps  and  amortizes  such  gains  and  losses 
over  the  shorter  of  the  remaining  life  of  either  the  bonds  sold  or  the 
replacement  bonds  purchased.  As  shown  in  the  acccnpanying  financial 
statements  the  accunulated  net  unamartized  deferred  loss  on  bond  swaps 
was  $5,998,323  at  June  30,  1992  and  $10,786,848  at  June  30,  1991.  The 
net  amortization  of  the  deferred  gains/losses  on  bond  swaps  for  June 
30,  1992  was  $211,005  and  for  June  30,  1991  was  $1,645,926 
respectively. 

Loans  Reoeivable 

The  loans  receivable  represent  commercial  loans  from  the 
Permanent  Coal  T^x  Trust  Fund,  formerly  the  Montana  In- State  Investment 
Fund.  Ifticollectible  account  balances  of  $364,798  were  written  off  in 
fiscal  year  1991-1992. 
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3.   SBCDRTnES  IflCINB 

Ibe  Beard  has  an  agreement  wit±i  The  Chase  I^nhattan  Bank  (Chase) 
v^ereby  Chase  vrould  lean  to  other  entities  securities  rtenaged  by  the 
Board.  During  the  period  the  securities  are  on  loan,  the  Board 
receives  a  fee  and  Chase  rrust  maintain  collateral  equal  to  102  percent 
of  the  rtarket  value  of  the  securities  loaned.  The  Board  retains  all 
rights  and  risks  of  ownership  during  the  loan  period.  Included  in 
incone  in  the  acconpanying  financial  stateinents  is  $374,286  for  fiscal 
year  1992  and  $353,611  for  fiscal  year  1991  of  income  from  securities 
lending  activities.  At  June  30,  1992,  and  1991,  $222,431,203  and 
$190,860,408  respectively,  of  securities  included  in  these  financial 
statements  had  been  loaned  by  Chase  to  other  entities. 

4.     CDMi  TPX  liDRN  aM4ni«ns 

The  Board  makes  firm  carmitments  to  fund  loans  frcm  the  Permanent 
Coal  T^x  Trust  Fund.  These  ccnmitments  have  ej^iration  dates  and  may 
be  extended  according  to  the  Board's  A±ninistrative  Rules.  As  of  June 
30,  1992  and  1991,  the  Board  cormitted  to  purchase  loans  from  Montana 
lenders  totaling  $11,790,640  and  $5,249,300,  respect i-vely. 

5.   RESmiSMlIS 

PeniBDaat  Cbal  TSoc  Trust  FUnd 

Effective  July  1,  1991,  the  Non-Ejq)endable  Trust  Fund  known  as  the 
Montana  In- State  Investment  Fund  and  Loan  Loss  Reserve  Fund  were 
eliminated  per  Chapter  589,  Laws  of  1991.  This  bill  allows  the  Board 
to  invest  \^  to  25  percent  of  the  Permanent  Coal  T^x  Trust  Fund  in  the 
Montana  ecancmy. 

Because  of  the  statutory  change,  the  Ncn- Expendable  Trust  Fund  activity 
is  now  reported  in  the  All  Other  Funds  financial  statements.  For 
cotparative  purposes,  the  June  30,  1991  financial  statements  have  been 
restated  to  reflect  Permanent  Coal  T^x  loan  receivables  of  $38,649,655, 
interest  receivable  of  $447,831,  investments  of  $1,558,101,  investment 
income  of  $3,457,423  and  administrative  e3<penses  of  $63,854. 

Other  Investinents 

Prior  to  July  1,  1991,  land  and  buildings,  not  under  direct  control  of 
the  Board,  were  included  in  the  Investments  ffenaged  in  the  accotpar^dng 
financial  statements. 

Due  to  the  imrateriality  of  these  assets  and  the  separate  financial 
reporting  by  the  administering  agencies,  these  assets  have  been  omitted 
from  the  Board's  financial  statanents  for  June  30,  1992  and  1991.  The 
June  30,  1991  financial  statements  have  been  restated  to  reflect  the 
onission  of  land  and  buildings  totaling  $231,404  and  net  rental  incare 
of  $10,032. 
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Investments  Maoaged.  at  Qirrent  Afalue 

The  investments  nnanaged  at  book  value  as  of  June  30,  1991  have  been 
restated  fron  a  book  value  of  $2,307,675,503  to  a  current  value  of 
$2,332,897,722.  This  restatanent  results  in  reporting  an  unrealized 
gain  of  $25,222,219  as  of  June  30,  1991. 

6.  INVESJMSfC  IflSS  GCKTIN^NCy 

In  January  1992,  the  Board  received  notice  of  a  bond  default  effective 
January  1,  1992  on  the  El  Paso  Electric  Lease  Obligation,  10.75%, 
maturing  ;^ril  1,  2013.  At  bock  value,  the  Board's  investment  on  June 
30,  1992  amounted  to  $14,000,000.  The  Board  discontinued  accruing 
income  on  this  security  effective  October  1,  1991.  The  loss  associated 
vd.th  this  contingency  is  classified  as  reasonably  possible.  In 
Septenber  1992,  $9,000,000  of  this  security  was  sold,  at  book  value, 
incurring  a  loss  of  $2,918,750. 

7.  caMnj^n" 

On  August  20,  1992,  the  Board  cotmitted  to  purchase  State  of  Montana 
Vferrants  registered  against  the  General  Fund.  This  catroitment 
represents  a  credit  enhancanent  in  achieving  a  favorable  interest  rate 
and  rating  on  the  Series  1992  T^x  and  Revenue  Anticipation  Notes 
(T1?ANS)  .  In  maJdng  this  cortnitment,  the  Board  received  a  cormitment 
fee  of  $203,400  on  Octcber  1,  1992. 

The  Board,  Department  of  Administration,  and  the  Board  of  Examiners 
signed  the  Vferrant  Purchase  Agreotient  on  Octcber  1,  1992. 

8.   INIWKS'r  RBCKrVABO^ 

Effective  July  1,  1990,  Board  managanent  changed  its  internal 
procedures  in  recording  purchased  interest.  This  change  is  consistent 
with  the  recording  of  purchased  interest  by  the  Board's  internal 
portfolio  managanent  system. 

Prior  to  July  1,  1990,  purchased  interest  was  recorded  in  a  separate 
control  account  on  SBAS.  Because  the  Board's  internal  system  includes 
purchased  interest  with  the  interest  receivable.  Board  personnel 
discontinued  recording  purchased  interest  separately  on  SBAS. 
Purchased  interest  ves  corrbined  with  the  interest  receivable  control 
account  on  SBAS  for  fiscal  year  1991. 

The  June  30,  1990  interest  receivable,  per  the  Statement  of  Investrtents 
lyfenaged,  was  restated  fron  $57,200,781  to  $58,836,595  to  include  the 
June  30,  1990  interest  purchased  receivable  of  $1,635,814.  The 
Statement  of  Changes  in  Investments  ISfenaged  reflects  the  change 
described  above  by  reporting  no  purchased  interest  for  fiscal  year  1991 
and  the  collection  of  the  June  30,  1990  purchased  interest  in  fiscal 
year  1991. 
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9.   INVESIJ®n'  RISK  CKrmCRIES 

State  of  MDntana  investments  are  categorized  to  give  an  indication  of 
the  level  of  risk  assumed  at  June  30,  1992  and  June  30,  1991. 
Category  1  includes  investirents  that  are  insured  or  registered  or 
securities  that  are  held  by  the  Board  or  its  agent  in  the  Board's 
name.  Category  2  includes  uninsured  and  unregistered,  with  securities 
held  by  the  counterparts  trust  department  or  agent  in  the  Board's 
name. 

Long-term  investments  are  carried  at  book,  value  and  short-term 
investitents  are  carried  at  original  cost. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR. 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


^ffitt  ixt  tii^  ^t^i&inii'txt  ^uhiinT 


STATE  CAPITOL 

HELENA.  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS; 

MARY  BRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
FinancialCompliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Balance  Sheet  of  the  Enterprise  Fund  of  the  state  of 
Montana  Board  of  Investments  as  of  June  30,  1992,  and  the  related  Statement  of  Revenues, 
Expenses  and  Changes  in  Retained  Earnings  and  Statement  of  Cash  Flows  for  the  year  then  ended. 
These  financial  statements  are  the  responsibility  of  the  Board  of  Investments'  management.  Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.  Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about  whether 
the  financial  statements  are  free  of  material  misstatement.   An  audit  includes  examining,  on  a  test 
basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also 
includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by  management, 
as  well  as  evaluating  the  overall  financial  statement  presentation.   We  believe  that  our  audit 
provides  a  reasonable  basis  for  our  opinion. 

As  discussed  in  note  I,  the  financial  statements  present  only  the  Development  Finance 
Program  -  Enterprise  Fund  and  are  not  intended  to  present  fairly  the  financial  position  and  results 
of  operations  of  the  state  of  Montana  in  conformity  with  generally  accepted  accounting  principles. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  financial  position  of  the  state  of  Montana  Board  of  Investments  Enterprise  Fund  as 
of  June  30,  1992,  and  the  results  of  its  operations  and  cash  flows  of  its  Enterprise  Fund  for  the 
fiscal  year  then  ended  in  conformity  with  generally  accepted  accounting  principles. 

Respectfully  submitted. 


OGtr 


d 

James  Giliett,  CPA 
Deputy  Legislative  Auditor 


October  30,  1992 
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RECEIVED 

DEC  1  4  1992 
BOARD  OF  IHtfESlMLNTS 


snas  OF  KKraNT^  bcard  of  inve?ii>gnis 

HIIH?H?TSK  FdC 

BAUVNCE  SHEET  AS  C^  JONB  30,  1592 

Assets 

Current: 

Cash  in  treasury  $    18,424 

Cash  with  fiscal  agent  6,070 

Interest  receivable  944,045 

Short-term  investments  14,392,595 

Prepaid  expenses  1,800 

Due  to  other  funds  1.325 

Total  current  15.364.259 

Lcmg-tenn: 

Notes/loans  receivable  25,625,629 

Investments  7,891,724 

C^italized  cost  of  issue  1,210,988 

Equipment  20,862 

Accurtulated  depreciation  (12.761) 

Total  long-tem  34.736.442 

Total  assets  50,100,701 

Current: 

Mvances  179,712 

Accounts  payable  18,562 

Due  to  other  funds  12,827 

Accrued  expenses  520 

Accrued  interest  payable  1,043,692 

Current  notes/bonds  payable  24.947.790 

Total  current  26.203.103 

Long- term: 

Bonds  payable  21,953,268 

Ccnpensated  absences  13,953 

Deferred  cost  of  issue  recovery  503,604 

Total  long-term  22.470.825 

Total  liabilities  48.673.928 

Retained  earnings  1.426.773 

Total  liabilities  and  retained  earnings  $50,100,701 

The  acccrrpar^dng  notes  are  an  integral  part 
of  these  financial  statements. 
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SDVIB  QP  MCNraNTV  BOARD  OF  INVEST1«NIS 
HIIH?PRISE  FIM) 

smr^^rr  of  rkvenoes, 

EXPOBES,   AMD  OffiMSS  IN  RBEMNHD  EARNINGS 
FCR  THE  ETSCAL  YERR  HCH3  JONE  30,    1992 


Band  issue  fee  $     267,274 

Investment  earnings  4,034,821 

Ctost  of  issue  recovery  41,463 

Conference  55.731 

"Total  revenue  4,399,289 

Expeases 

Personal  services  129,217 

Contracted  services  53,867 

Supplies  and  materials  8,807 

Camminications  13 , 424 

Travel  10,802 

Rent  25,895 

Repair  and  maintenance  1,131 

Indirect/administrative  &  other  costs  12,062 

Debt  service  3,558,275 

Depreciation  2 ,  495 

Loss  on  equipment  disposal  2.190 

Total  expenses  3.818.165 

Net  income  581.124 

Retained  earnings  July  1,  1991  847,301 

Prior  period  adjustment  (1.652) 

Adjusted  retained  earnings  July  1,  1991  845.649 

Retained  earnings  June  30,  1992  $1,426,773 


Tlie  acccrpanying  notes  are  an  integral  part 
of  these  financial  statenents. 
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STKTE  OF  fCNCVNA.  BOARD  OF  INVES»«raS 

OnHJERISE  FtND 

SmiH^ENT  OF  C3^SH  FDOWS  PCXl  THE  YEAR  ENDED  JUNE  30,  1992 

INCREASE  (DBa?EASE)  IN  CASH  .AND  CASH  BQUIVALHNnS 

Cash  flows  fron  operating  aotivities: 

Receipts  for  sales  and  services  $   323,005 

Collections  for  principal  and  interest  on  loans  32,344,307 

C^h  paynents  for  loans  (28,969,102) 

E&yinents  to  suppliers  for  goods  and  services  (115,687) 

Payments  to  orployees  (128.138) 

Net  cash  provided  by  operating  activities  3.454.385 

Cash  flows  from  non-capital  financing  activities: 
Payment  of  principal  and  interest  on 

bends  and  notes  (14,797,381) 

Proceeds  from  issuance  of  bonds  and  notes  12,256,271 

Cost  of  issuance  (22.374) 

Net  cash  used  for  non-capital 

financing  activities  (2.563.484) 

Cash  flows  from  investing  activities: 

Purchase  of  investments  (51,767,230) 

Proceeds  fron  sales  or  maturities  of  investments  49,110,711 

Interest  on  investments  4.023.782 

Net  cash  provided  by  investing  activities  1.367.263 

Net  increase  in  cash  and  cash  equivalents  2,258,164 

Cash  and  cash  equivalents,  July  1  3.027.471 

C^sh  and  cash  equivalents,  June  30  $  5,285,635 

Reconciliation  of  net  inccme  to  net  cash  provided  by 
operating  activities: 

Net  inccne  $   581,124 
Adjustments  to  reconcile  net  inccme 
to  net  cash  provided  by  operating  activities: 

Depreciation  2 , 495 

Interest  on  investments  (4,034,821) 

Cost  of  issue  recovery  (41,463) 

Interest  expense  3,558,275 

Loss  on  disposal  of  fixed  assets  2,190 

Prior  year  adjustment  related  to  operations  (1,652) 
Change  in  assets  and  liabilities: 

Decrease  in  short-term  notes  246,468 

Decrease  in  long-term  loans/notes  receivable  3,861,516 

Increase  in  accounts  receivable  (732,779) 

Increase  in  other  assets  (1,532) 

Increase  in  accounts  payable  15,408 

Decrease  in  due  to  other  funds  (1,673) 

Increase  in  cccrpensated  absences  payable        829 

Ttotal  adjustments  2.873.261 

Net  cash  provided  by  operating  activities  $  3,454,385 

The  acconpanying  notes  are  an  integral  part 
of  these  financial  statements. 
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snas  OP  MwraNA  bqrrd  op  investj««s 

NOTES  TO  FINANCIAL  S"1»1»«NTS 
FCR  THE  FISCRL  YEAR  HCHD  JIWK  30,    1992 

1.     scM«RY  c^  snaoFravNT  ACCocNniG  pqlicies 

a.  Basis  of  Accounting 

The  Montana  State  Board  of  Investitents  (the  "Board")  loses  the 
accrual  basis  of  accounting  for  the  Enterprise  Fund,  lixier  the  accrual 
basis  of  accounting,  expenses  are  recorded  vdien  incurred  and  revenues 
are  recorded  vdien  earned. 

Ihe  financial  statatients  are  prepared  from  the  Statewide  Budgeting 
and  Accounting  System  (SBAS)  with  adjustments  and  informatian 
contained  in  the  bond  trustee  statements.  Ihe  statements  include  the 
financial  activity  administered  by  the  Board  in  the  Enterprise  Fund. 

b.  Presentation  of  Programs 

The  Board  uses  the  Enterprise  Fund  to  account  for  its  programs 
created  under  the  Economic  Development  Bond  Act  and  the  Mjnicipal 
Finance  Cansolic3aticin  Act. 

Econanic  Developnent  Bond  Act  programs  include: 

The  Industrial  Develcpment  Bond  Program  (IDB) ,  a  business 
finance  program,  provides  funds  to  purchase  econcmic 
development  loans. 

The  Conservatian  Reserve  Enhancement  Program  (CRP) ,  created 
in  1990  by  issuing  Econcmic  Develcpnent  Bonds,  allows  farmers 
to  receive  a  lunp  sum  payment  by  assigning  their  federal  CRP 
contract  to  the  Board.   The  farmers  under  contract  most 
ccnply  with  seeding  and  other  requiranents . 

Municipal  Finance  Consolidation  Act  programs  include: 

The  Montana  C^sh  Anticipation  Financing  (MZAF)  program 
provides  tax  anticipation  financing  to  local  governments. 

The  Intermediate  Term  Coital  Pool  dNTERCAP)  program 
provides  funds  to  local  governments  to  finance  capital 
expenditures  for  up  to  five  years. 

The  Irrigation  District  Pooled  Loan  Program  provided  funds 
for  the  Board  to  purchase  the  refunding  bonds  from 
participating  irrigation  districts  for  the  purpose  of 
prepaying  the  U.S.  Department  of  Interior,  Bureau  of 
Reclamation  Projects  Loans. 

The  School  District  Pooled  Refunding  Program  provides  funds 
for  the  Board  to  purchase  the  general  cbligation  refunding 
bonds  of  participating  Montana  School  Districts. 

The  Enterprise  Fund  also  reports  the  financial  activity  associated 
with  the  Board's  annual  conference. 
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c.  Fixed  Asset  Depreciation 

The  equipment  fixed  assets  recorded  in  the  Enterprise  Fund  are 
depreciated  on  a  straight -line  basis,  with  salvage  value,  in 
accordance  with  state  policy. 

d.  Receivables 

The  Enterprise  Fund  notes/loan  receivables  of  $25,625,629 
represent  loans  irade  to  Mantana  local  governments.  Historically,  there 
have  been  no  uncollectible  account  balances. 

e.  cash  Ecpoivalents 

For  purposes  of  the  Statanent  of  Cash  Flows,  the  Enterprise  Fund 
considers  all  highly  liquid  investments  with  a  maturity  of  three 
months  or  less  v*ien  purchased  to  be  cash  equivalents.  Cash  and  cash 
equivalents,  as  identified  in  the  Balance  Sheet  are  as  follows: 


Cash  in  treasury 

cash  with  fiscal  agent 

Short-term  investments 

Short-Term  Investment  Pool  (STTP) 
Federated  treasury  obligations  fund 


?   18,425 
6,070 

384,900 
4.876.240 


Cash  and  cash  equivalents,  Jime  30,  1992    $5.285,635 
2.    INVESD®nS 

The  deposits  and  investments  in  the  Enterprise  Fund  are 
restricted  by  the  bond  trust  indentures  to  the  following:  government 
and  agency  obligations,  certificates  of  deposits,  repurchase 
agreements,  and  investment  agreements.  Deposits  and  investments  itust 
be  made  with  lybntana  banks  or  in  STIP  administered  by  the  Board.  The 
deposits  and  investments  are  cotrbined  en  the  Board's  financial 
statanents . 
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The  Board's  investments  in  the  Enterprise  Fund  are  classified  as 
to  credit  risk  by  Category  1  vMch  includes  insured  or  registered,  or 
securities  held  by  the  Board  or  its  agent  in  the  Board's  name. 


Enterprise  Fund 
Govemnent  Securities 
Investment  in  STIP/ 
Ritual  Fund 

Total 


Total  short-term  investments 


Stort-lterm  Investments 
J\nv-  30,   1992 

Category  1 

(^Trying 
Value 

Nhrtet 
Value 

$  9,131,454 

$  9,131,454 

$  9,148,974 

5.261,141 

5,261,141 

5.261.141 

14.392.595 

14.392.595 

14.410,115 

$14,392,595 

$14,392,595 

$14,410,115 

LoDg-Tterm  Investments 
June  30,  1992 


C^teaory  1 

frj  Trying 
Value 

Nhrket 
Value 

Enterprise  Fund 
Government  Securities 

$7,891,724 

$7,891,724 

$8,197,791 

Total 

7.891.724 

$7,891,724 

$8,197,791 

Total  long-term  investments 

$7,891,724 

$7,891,724 

$8,197,791 
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3. 


CURREHT  DEBT 


The  Enterprise  Fund  is  authorized  to  issue  Intermediate  Term  Capital  (INTERCAP)  bonds  under  the  Municipal  Finance 
Consolidation  Act.  These  bonds  may  not  aggregate  more  than  $50  million.  The  INTERCAP  bonds  provide  funds  for  the  Board 
to  make  loans  to  eligible  local  government  units.  The  bonds  are  not  a  debt  or  liability  of  the  state  of  Montana.  The 
bonds  are  limited  obligations  of  the  Board  payable  solely  from:  1)  repayments  of  principal  and  interest  on  loans  made  by 
the  Board  to  participating  local  government  units;  2)  investment  income  under  the  indenture;  and  3)  an  irrevocable 
pledge  by  the  Board.  The  Board  has  no  taxing  power.  These  bonds  may  be  redeemed,  at  the  bondholder's  option,  any  March 
1,  prior  to  maturity.  The  Board  did  not  enter  into  an  arms-length  financing  agreement  to  convert  the  bonds  "put",  but 
not  resold  into  some  other  form  of  long-term  obligation.  Accordingly,  these  bonds,  considered  demand  bonds,  are  recorded 
as  current  liabilities  of  the  Enterprise  Fund.   The  INTERCAP  obligations  at  June  30,  1992  are  as  follows  (in  thousands): 


Series 

1987 
1988 
1991 
1992 


Amount 
Issued 

$  6,500 
5,000 
5,000 
6,500 


TOTAL  INTERCAP  CURRENT  DEBT  $23,000 
4.    LONG-TERM  DEBT 


Interest 
Range 

3.50-15.00 
3.50-15.00 
3.50-15.00 
3.50-15.00 


Maturity 

1995 
1996 

2001 
2005 


Balance 
June  30.  1992 

$  1,920 
3,010 
4,945 
6,500 


$16.375 


Economic  Developient  Bonds  (EDB).  Municipal  Finance  Consolidation  Act  Bonds  (MFCAB).  and  Industrial  Developwent  Revenue 
Bonds  (IDB)  -  These  bonds  are  issued  under  the  Economic  Development  Bond  Act,  and  the  Municipal  Finance  Consolidation 
Act,  for  the  purpose  of  assisting  Montana's  small  businesses  and  local  governments  in  obtaining  low  cost  financing. 
Outstanding  obligations  are  as  follows  (in  thousands); 


Program 


Series 


Industrial  Development 

Revenue  Bonds  (Pooled  Loan  Program)  (1)  1984A-G 

Industrial  Development 

Revenue  Bonds  (Pooled  Loan  Program)  (1)  1985A-K 


Municipal  Finance  Consolidation 
Act  Bonds  (Irrigation  District 
Pooled  Program)  (3) 

Municipal  Finance  Consolidation 
Act  Bonds  (Cash  Anticipation 
Financing  Program)  (2) 


1988 


1991 


Amount 
Issued 


3,160 


4.976 


4,485 


Interest 
Range  (%) 


$  3,650    7.00-10.75 


6.75-10.10 


6.60-7.75 


90 


Principal 

Payments 

In  Year  of 

Balance 

FY  93 

Maturity 

June  30,  1992 

$   125 

$570  (2006) 

$  3,075 

90 

395  (2007) 

2,795 

205  (2013) 


4.80 


4,485    4,485  (1992) 


5,079 


4,485 


Economic  Development  Bond  Act 
Bonds  (Conservation  Reserve 
Enhancement  Program)  (4) 


1991A-B 


7,380   10.00-11.00 


775 


395  (1999) 


6,865 


Municipal  Finance  Consolidation 
Act  Bonds  (School  District  Pooled 
Refunding  Program)  (5) 

TOTAL  LONG  TERM  BONDS  PAYABLE 


1991 


6,234 


$29,885 


4.75-6.50 


670 


$6,235 


294  (2005) 


5,889 


$28,188 


Conservation  Reserve  Enhancement 
Program  (CRP  Notes)  (4) 

TOTAL  LONG  TERM  BONDS/NOTES  PAYABLE 


2,338     Variable     2,338    2,338  (1992)  2.338 

$32,223  $8.573  $30.526 


(1)  The  bonds,  which  may  not  aggregate  more  than  $75  million,  are  limited  obligations  of  the  Board  of  Investments 
payable  solely  from  and  secured  by  certain  revenues  and  assets  pledged  pursuant  to  an  Indenture  of  Trust.  The 
bonds  do  not  constitute  a  debt,  liability  or  legal  obligation  of  the  state  of  Montana.  However,  if  the  balance  in 
the  "Capital  Reserve  Account  A"  falls  below  the  Indenture  requirement,  the  Governor  is  required  to  request  the 
Legislature  to  appropriate  funds  to  restore  the  balance.  The  Legislature  may,  but  is  not  legally  obligated  to, 
appropriate  funds  to  correct  any  such  deficiency.  Principal  payments  (accrued  interest  to  be  added)  are  due  each 
March  15.  Series  1985  J  ($665,000)  and  Series  1985  B  ($690,000)  were  recalled  on  March  15  and  December  15.  1988 
respectively,  without  a  gain  or  loss  on  extinguishment.  Series  1985  L  ($270,000)  were  recalled  in  March  1992, 
without  a  gain  or  loss  on  extinguishment. 

(2)  These  bonds,  which  may  not  aggregate  more  than  $50  million,  were  issued  to  provide  funds  to  finance  the  purchase  of 
tax  or  revenue  anticipation  notes  (TRANS)  of  participating  local  government  units.  The  bonds  are  not  a  debt  or 
liability  of  the  state  of  Montana  and  neither  the  faith  and  credit  nor  the  taxing  power  of  the  state  of  Montana  is 
pledged  to  the  payment  of  principal  of  or  interest  on  the  bonds.  The  bonds  are  limited  obligations  of  the  Board  of 
Investments  payable  solely  from  repayments  of  principal  and  interest  on  local  government  TRANS,  proceeds  of  a  loan 
made  by  the  Board  of  Investments  and  investment  income. 
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(3)  These  bonds  were  issued  for  the  purpose  of  providing  funds  for  the  Montana  State  Board  of  Investments,  to  purchase 
the  Refunding  Bonds  of  participating  Irrigation  Districts  for  the  purpose  of  prepaying  the  U.S.  Department  of 
Interior,  Bureau  of  Reclamation  Projects  Loans.  Tiie  Irrigation  Bonds  and  the  interest  thereon  are  payable  solely 
from  the'  collection  of  a  special  tax  or  assessment  which  are  a  lien  against  real  property  in  the  Irrigation 
District.  The  Irrigation  Bonds  are  not  obligations  of  the  stale  of  Montana.  However,  the  Irrigation  Bonds  are 
limited  obligations  of  the  Board  of  Investments  due  to  an  irrevocable  pledge  to  lend  money  for  deposit  by  the 
Trustee  of  the  Irrigation  District  Pooled  Loan  Program  Reserve  Account  E  in  an  amount  to  any  deficiencies  therein  on 
any  payment  date.  The  Indenture  does  not  permit  the  issuance  of  additional  bonds. 

(4)  These  bonds  and  notes  were  issued  for  the  purpose  ot  providing  funds  for  the  Montana  State  Board  ot  Investments,  to 
purchase  the  Board's  outstanding  Bond  Anticipation  Notes  (BAN's),  and  make  loans  to  participating  farmers  and 
ranchers  under  its  Conservation  Reserve  Enhancement  Program.  The  Series  1991  Bonds  are  not  in  any  way  a  debt  or 
liability  of  the  state  of  Montana,  and  neither  the  full  faith  and  credit,  nor  the  taxing  power  of  the  state  of 
Montana  is  pledged  to  the  payment  of  the  principal  of  or  interest  on  the  Bonds.  However,  the  1991  Bonds  are  limited 
obligations  of  the  Board.  The  BAN'S  issued  will  mature  November  15,  1992.  The  BAN'S  maturity  date  will  be  extended 
to  November  1993. 

(5) 


State  0.  V ,  ...»  ...  —  - 

payment  of  principal  of  or  interest  on  the  bonds 

Debt  service  requireaents  (principal  i   interest)  are  as  follows  (in  thousands): 

1993     1994      1995      1996      1997  1998  *    Total 

$8,388   $3,636    $3,882    $3,579    $3,958  $19,651   $43,094 

Stand-Alone  Industrial  Revenue  Bonds 

In  this  program,  assets  and  revenues  of  the  borrower  are  pledged  to  repay  the  bonds.  Accordingly,  stand-alone  bond 
issues  are  not  recorded  on  the  Board's  financial  statements. 

Payroll  Tax  Bonds 

On  July  15,  1991,  the  Board  issued  $142,095,000  in  Payroll  Tax  Bonds  (Workers  Compensation  Program  Series  1991).  The 
Series  1991  Bonds  are  limited  obligations  of  the  state  of  Montana,  payable  solely  from  and  secured  by  certain  payroll  tax 
revenues.  The  bonds  are  not  general  obligations  of  the  Board,  the  state,  the  Montana  State  Compensation  Mutual  Insurance 
Fund,  or  any  political  subdivision  of  the  state,  and  neither  the  faith  and  credit  nor  the  general  taxing  power  of  the 
state  is  pledged  to  the  payment  of  the  principal  or  interest  on  the  bonds. 

Because  the  bonds  are  payable  solely  from  and  secured  by  certain  payroll  tax  revenues  and  are  not  general  obligations  of 
the  Board,  the  Payroll  Tax  Bonds  are  not  recorded  on  the  Board's  financial  statements.  The  Payroll  Tax  Bonds  and  related 
debt  service  fund  activity  are  reported  on  the  Montana  State  Compensation  Mutual  Insurance  Fund  financial  statements. 

These  bonds  were  issued  to  provide  funding  for  the  Montana  State  Compensation  Mutual  Insurance  Fund's  liability,  with 
respect  to  the  cost  of  administering  and  paying  claims  for  injuries  resulting  from  accidents  that  occurred  prior  to  July 
1,  1990  that  are  subject  to  the  Montana  Workers'  Compensation  Act  and  the  Occupational  Disease  Act  of  Montana,  funding  a 
debt  service  reserve  and  paying  the  cost  of  issuance  for  the  Payroll  Tax  Bonds. 
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